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BEFORE THE
SURFACE TRANSPORTATION BOARD

STB Ex Parte No. 646 (Sub — No.2)

SIMPLIFIED STANDARDS FOR RAIL RATE CASES—TAXES IN REVENUE
SHORTFALL ALLOCATION METHOD

SUBMISSION OF THE
ASSOCIATION OF AMERICAN RAILROADS IN RESPONSE TO THE SURFACE
TRANSPORTATION BOARD’S ORDER OF SEPTEMBER 23, 2009

The Association of American Railroads (AAR) hereby responds to the decision of
the Surface Transportation Board scrved September 23, 2009, in which the Board
directcd the AAR to submit supplemental evidence and calculations in the above
procceding “nccessary to establish carrier-specific average statc tax rates for cach Class [
railroad for the year 2008.” Decision at 1. As noted in its decision, the carrier-specific
statc tax ratcs requested are used in the Board’s methodology to calculate the revenue
shortf'(;II allocation method (RSAM), which is used in the smallest rate cases undcr its
Simplified Standards method. See Simplified Standards for Rail Ratc Cascs—Taxes in
Revenue Shortfall Allocation Mcthod, STB Ex Parte No. 646 (Sub-No. 2) (STB served

Nov. 28, 2008). 1d.

The Board further notcd that in its January 30, 2009 Decision (“January 30
Decision™) in the above proceeding, the Board directed the AAR to submit cvidence and

calculations pertaining to the carricr-specific weighted state tax rates for the years 2002-



2007. The supplemental evidence now requested is for the purpose of updating that

information. Id. ! '

The Board specifically directed that the AAR, in its submission, use the 2008
state corporatc incomc tax rates and the numbef milcs opcrated by each carrier in 2008
for cach state in which it operated in 2008. The Board also dirccted, as it did in its
January 30 Decision, that the AAR usc information from the railroads’ respective R-1
Schedule 702 (Miles of Road at Close of Year—By States and Territories (Singlc Track))
to calculate the routc-mile portion of the average state tax rate equation. Specifically, the
'Boarcll dirccted that AAR use column (g) of Schedule 702, which is the total miles
operated, including both “linc owned™ and “line opcrated under trackage rights.” 1d at 2.
The Board dirccted the AAR to calculate carricr-specific state tax rates for the 2008 year

~ and to submit all work papers supporting those calculations to thc Board. 1d. at 2.

Pursuant to the Board’s decision, thc AAR submits the requested supplemental
evidence (including explanatory matcrial) in the attached Verified Statement of John T.
Gray, Senior Vice President—Policy and Economics of the Association of Amcrican

Railroads. A copy of the work papers is being provided to the Board.

' The Board also noted that it recently issued a Notice of Proposed Rulemaking requesting comment on its
proposal that the AAR annually update the state tax information [Annual Submission of Tax Information
for Use in the Revenue Shortfall Allocation Method, STB Ex Parte No. 682 (STB served September 21,
2009) ("RSAM Notice™)] and that, although that proceeding is expected to conclude prior to the point at
which submission of 2009 state tax information is necessary, there still would be a gap in state tax
information for 2008. Id.
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BEFORE THE

SURFACE TRANSPORTATION BOARD

EX PARTE NO. 646 (Sub — No. 2)

TAXES IN REVENUE SHORTFALL ALLOCATION METHOD — 2008

VERIFIED STATEMENT
OF
JOHN T. GRAY
SENIOR VICE PRESIDENT — POLICY AND ECONOMICS

ASSOCIATION OF AMERICAN RAILROADS

October 23, 2009



Verified Statement of

John T. Gray

Introduction

My name is John T. Gray. I am Scnior Vice President — Policy and Economics
for the Association of American Railroads (AAR), with offices at 425 3 Street SW,
Suite 1000, Washington, DC 20024. Among othcr responsibilities, my duties include the
collection, analysis, and presentation of economic data related to railroads and their
economic environment. One of my principal duties is conducting and supervising
cconomic, financial, statistical and cost studies dealing with various aspects of the rail
industry. |

The AAR is the trade association of the Nation’s major railroads, as well as the
railroads of Canada and Mexico. The AAR’s United States railroad members, which
include all of the Class I railroads, account for about 95 percent of our Nation’s total
railroad freight operating revenue.

When appropriate, the AAR represents the railroad industry before government
bodies, including participation in economic regulatory proceedings before the Surface
Transportation Board (“STB” or “Board™). In particular, the AAR has participated in all
of the STB procecdings in Ex Parte No. 646, including sub-dockets thercto.

In this verified statement, I respond to the Board’s decision served September 23,
2009 dirccting the AAR to submit supplemental evidence necessary to establish carrier-
specific average state income tax rates for each Class I railroad for 2008. State corporate

income tax rates are to be weightcd for cach railroad using the number of miles of



roadway operated in cach statc as found in the Schedule 702, column (g), of the railroad’s

Annual Report Form R-1.

Sources

The two major sources for these calculations are Annual Report Form R-1 and a
web site table with state corporate tax information published by the Tax Foundation'.
The Class I railroads provided additional information regarding tax ratcs, either to
confirm the Tax Foundation rates or to document exceptions that apply to railroads

operating in specific states. Thesc cxceptions are detailed below.

Annual Report Form R-1

The STB dirccted the AAR to weight statc tax rates using miles operated in cach
state for cach railroad. As the STB noted, milcage opcrated in each state can be found in
column (g) of Schedule 702 of thc Annual Report Form R-1 submitted by cach Class I
railroad to the Board. Table 1 below shows the miles used for 2008. Appendix A

contains the individual railroad Schedule 702 pages.

' The Tax Foundation is a nonpartisan research and educational group based in Washington, DC.



State Miles Operated - 2008

Table No. 1

State BNSF CNGT CSX KCS NS S00 upP Total
Alabama 244 41 1,014 0 1,372 0 0 2671 AL
Arizona 595 0 0 0 0 0 642 1237 AZ
Arkansas 1,047 0 0 162 0 0 1,331 2540 AR
Calfomia 2,130 0 0 0 0 0 3,302 5432| CA
Colorado 1,399 0 0 0 0 0 1,522 2921] CO
Connecticut 0 0 68 0 0 0 0 68| CT
Delaware 0 0 44 0 203 0 0 247| DE
Dist. of Columbia 0 0 20 0 13 0 0 33| DC
Florida 0 0 1,651 0 149 0 0 1800 FL
Georgia 0 0 1,621 0 1,778 0 0 3,399 GA
Idaho 123 0 0 0 0 0 849 9721 ID
llinots 1,552 1,518 918 182 1,260 363 2,204 7997 L
Indiana 0 81 1,723 0 1,527 197 4 3532 IN
lowa 673 605 0 0 44 0 1,435 2757] I|A
Kansas 1,708 0 0 18 2 0 2,206 3,934| KS
Kentucky 99 107 1,644 0 431 0 12 2293| KY
Louisiana 348 263 43 737 81 0 1,138 2610| LA
Maine 0 0 0 0 0 0 0 0| ME
Maryland 0 0 560 0 269 0 0 829| MD
Massachusstts 0 0 430 0 0 0 0 430 MA
Michigan 0 1,016 569 0 642 342 0 2569| MI
Minnesota 1,686 435 0 0 0 1,240 659 4,020f MN
Mississippi 179 * 851 94 606 21 0 0 1,941] MS
Missouri 1,759 0 13 396 409 0 1,527 4,104 MO
Montana 1,927 0 0 0 0 0 125 2,052] MT
Nebraska 1,529 0 0 0 0 0 1,068 2597] NE
Nevada 805 0 0 0 0 0 1,192 1,997 | NV
New Hampshire 0 0 0 0 0 0 0 0] NH
New Jersey 0 0 648 0 933 0 0 1581 NJ
New Mexico 1,357 0 0 0 0 0 618 1,975] NM
New York 0 0 1,290 0 791 0 0 2,081| NY
North Carolina 0 0 1,125 0 1,299 0 0 2424 NC
North Dakota 1,732 0 0 0 0 482 0 2214] ND
Ohio 0 7 1914 0 2,233 30 0 4184| OH
Oklahoma 1,412 0 0 151 0 0 1,175 2,738} OK
Oregon 386 0 0 0 0 0 1,054 1440] OR]|.
Pennsylvania 0 155 1,062 0 2,339 0 0 3556| PA
Rhode Island 0 0 0 0 0 0 0 0| RI
South Carolina 0 0 1,286 0 783 0 0 2,069| SC
South Dakota 925 0 0 0 0 6 0 931] SD
Tennessee 144 145 1,012 5 848 0 14 2,168 | -TN
Texas 4,941 0 0 908 0 0 6,331 12,180 TX
Utah 434 0 0 0 0 0 1,261 1695| UT
Vermont 0 0 0 0 0 0 0 o] vr
| Virginia 0 0 1,047 0 2,080 0 0 31271 VA
Washington 1,678 0 0 0 0 0 532 2210| WA
West Virginia 0 0 1,296 0 833 0 0 2129 | WV
Wisconsin 273 1,514 0 0 0 607 932 3326 | wi
Wyoming 970 0 0 0 0 0 879 1849 WY
Total U.S. 32,055 6,738 21,092 3,165] 20,530 3267 | 32012] 118,859

Note: There 1s no Class | rairoad mileage in Alaska, Hawaii, Maine, New Hampshire, Rhode Island, or Vemont.

Mileages are from Annual Report Form R-1, Schedule 702, Column (g).




Tax Rates
The state tax rates uscd in thc computation were initially retrieved from the web
site of the Tax Foundation.”> Appendix B contains the Tax Foundation table. The rates
listed were then reviewed by the AAR and the Class I railroads for accuracy. Changes
were made for the following reasons:
1. Some state taxcs, for cxample franchisc taxcs, arc not reported as income
taxcs by the railroads per requirements of Generally Accepted Accounting
Practices (GAAP). Instead, those taxes are trcated as franchise fecs or
similar items, and are reported as an operating expense (Schedule 410,
Linc 615). In those cases, the state income tax rates reported by the Tax
Foundation have been changed to zero.> The states where this occurs for
2008 are Connccticut, New Jersey, and New York. This change was also
madc in my Ex Parte No. 646 (Sub No.2) submission dated February 19,
2009.
2. Two statc tax rates were not updated accurately by the Tax Foundation.
Kansas has lowcered its surtax. The 2007 tax rate is 4 percent plus a surtax
of 3.35 percent — as reported by thc Foundation for 2007 and 2008.
Howevecr, the surtax has been lowered to 3.1 percent for 2008, making the
Ka.nsas tax rate 4 percent plus 3.1 percent, or 7.1 percent. Another state,

Michigan, has begun a 4.95 pcrcent income tax as stated by the

? See Tax Foundation web site at http://www.taxfoundation.org/ . State corporate tax rates are listed by the
foundation web site at http-//www.taxfoundation.org/publications/show/230.html .

* This means higher revenue causes some increased taxes in operating expenses in cases where a franchise
fee is a percentage of revenue, and the Board’s Uniform Rail Costing System may not account for the
increase until it is updated with new annual report data. Franchise fees appear in the Other Taxes line of
URCS Worktable A2 Part 4, and that Worktable is used by Worktable D8 Part 2.
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http://www.taxfoundation.or)t/

Foundation, but there is a 21.99% surcharge applied for 2008. The
surcharge makes ;he tax rate equal to 4.95% times 1.2199, or 6.038505
percent. Appropriatc instructions pages for both states have been included
in my work papcrs. In addition to the changes for Kansas and Michigan, I
have also clarified the Arizona tax rate. The Tax Foundation’s figure is
formatted to print rounded t.o 7.0 percent, but the actual rate is 6.968
percent. A copy of page | of the Arizona tax form is included in my work
papers, and 6.968 percent is the same rate uscd for 2007. |

. In Massachusetts, railroads bay a “Utility Franchisc Tax™ on inc‘ome, and
this rate is lower than the corporate income tax rate. This tax amount is
rcported as an income tax in the R-1. This change was also madc in my
Ex Partc No. 646 (Sub No.2) submission dated February 19, 2009. The
appropriate instructions page frc.)m the statc of Massachusetts has been
included in my work papers.

. For Ohio, a corporate income tax is being phased out and replaced with a
tax similar to a franchise. fee. In that case, the corporate tax rate was
reduced using the statc phasc out formula (20% for 2008). Thec ncw tax
being phased in is not computed because it is reported as a fee in operating
expenses. (See item 1, above) The phase-out was also used in my Ex
Parte No. 646 (Sub No.2) submission dated February 19, 2009.

. For Texas in 2008, railroads were taxed using a 1 percent tax rate on 70
percent of gross receipts, and the taxes were reported as income taxes. In

this case, I have calculated a carrier-specific tax rate for each Class I



railroad using the same proccdure uscd for 2007 in my Ex Parte No. 646
(Sub No. 2) submission dated February 19, 2009. The calculation assumes
that the ratio of Operating Revenue to Net Income Before Taxcs is the
samc in all locations where a carricr operates. The tax rate is calculated

" using Taxes divided by Net Incomec Before Tax, where Taxes are equal to
70 percent of operating revenue from the R-1 (Schedule 210, Line’ 13)
multiplicd by the 1 percent tax rate. Net Income Before Tax is also from
the R-1 (Schedule 210, Line 46). The R-1 data for this calculation are
summarized and listed in Appendix C. The assumption that the ratio ;)f
Operating Revenue to Net Income Before Taxcs is constant climinates the
need to make any revenue or cost allocations to Texas, since the result
obtaincd (using the constant ratio) is the same using all revenue or a
portion of revenue.

6. For North Dakota, some companies may be required to file their tax rcturn
using a worldwide unitary combincd report method. Those companies
may elect to use North Dakota’s “water’s edge” method. If this is the
case, a 3.5 percent surtax is applied. Soo Line Railroad uscs this mcthod,
and its North Dakota tax rate has been adjusted to 10.0 percent (6.5 state
tax ratc + 3.5 surtax). Morc information on the surtax is provided in the
work papers.

Table 2 below lists the tax rates uscd for 2008. Rates that differ from the Tax
Foundation have been shaded and bolded. Comments that begin with “***” decnote

states that have changes from the AAR’s submission for 2007. Five state tax rates are



different from 2007. Two statcs, Kansas and Michigan, had surtax rate‘s changc and were
discusscd above in item 2 above. In the case of Maryland, the Tax Foundation reports a
higher tax ratc for 2008. We have verificd this increase, and a copy of the relevant
Maryland tax page is included in my work papers. The Ohio income tax continucs to be
phased out in favor of a franchise tax, so the income tax ratc is lower per Ohio phase-out
rates. For Texas, the tax ratc continues to be calculatcd using onc percent of seventy
percent of operating revenue for taxes with net income before taxes. (Discussed in item 5
above and calculations arc in Appendix D.) Any time the ratio of Net Income Beforc
Taxes to Opcrating Revenue changes, this calculation will yield a diffcrent tax rate.
Justifications for the changes from the Tax Foundation numbers, noted above, are

included in the work papcrs.



Table No. 2
State Corporate Tax Rates for 2008

Inc.Tax
State Rate Comments
Alabama 6 500%
Arizona 6 968%
Arkansas 6.500%
Califomnia 8 840%
Colorado 4.630%
Connecticut 0.000%° Sole railroad reports in operating expense, so tax rate changed to 0.
Delaware 8 700%
Dist. of Columbia 9975%
Flonda 5 500%
Georgia 6.000%
Idaho 7.600%
llinois 7.300%
Indiana 8.500%
lowa 12 000%
Kansas 7.100% *** Decreased 2008 — 4% plus 3.1% surtax (instead of 3.35% surtax from 2007)
Kentucky 6.000%
Louisiana 8.000%
Mane * No Class | mileage
Maryland 8.250% *** Increased 2008
Massachusetts 6.500% Railroads use a Ulility tax rate mstead of corporate rate.
Michigan 6.039% *** New 4.95%plus a 21.99% surcharge — 4 95 x 1 2199 = 6 038505%
Minnesota 9 800%
Mississippi 5 000%
Missouri 6.250%
Montana 6.750%
Nebraska 7.810%
Nevada 0000% None.
New Hampshire *  No Class | mleage
New Jersey 0.000% Reported in operating expense, rate changed to zero.
New Mexico 7.600%
New York 0.000% Reported in operating expense, rate changed to zero.
North Carolina 6.900%
North Dakota 6.500% *** Companies (Soo only) filing using Water's Edge Election add a 3.5% pt. surcharge to 6.5%
Chio 1.700% ™ Phase-out of income tax and phase-n of franchise feedike tax. 20% of 8.5%
Oklahoma 6.000%
Oregon 6 600%
Pennsyivania 9 990%
Rhode Island * No'Class | mieage
South Camlina 5 000%
South Dakota 0.000% None
Tennessee 6.500%
Texas *  *=Continues to be calculated using 70%0f Operating Revenus taxed at T, results may differ from last year
Utah 5 000%
Vermont * No Class | mieage
_Virginia 6 000%
Washington 0000% None
West Virginia 8 750%
Wisconsin 7 900%
Wyoming 0000% None
Notes:

There is no Class | railroad mileage in Alaska, Hawaii, or states marked with an “** (except TX), rates are not collected here.
Tax rates are from the web site of the Tax Foundation, Washington, DC

Bolded tax rates have been adjusted by the AAR from Tax Foundation number.

"***" in comments notes that tax rate is changed from pnor year.



Calculation
The weighted average state income tax rate for each railroad was calculated using

the mileages®, as found in Table 1 and Appendix A, and tax rates shown in Table 2.
Tablec 3 below summarizes our calculations and compares the results for 2008 to the rates

approved by the Board for 2007. Calculation detail is in Appendix E.

Table No. 3
Summary of
Average State Tax Rates

Railroad 2008 2007
BNSF 5.668 % 5.650 %
CNGT 7.593 6.684
CSX 5.746 5.702
KCS 5.859 6.494
NS 6.005 5.986
SO0 8.634 7.501
upP 6.051 6.163

* While we agree that state mileage is a reasonable way to average the tax rates, it should be noted that
there may be some cases where a railroad does not have mileage in a state yet pays state taxes.

9



VERIFICATION

WASHINGTON. D.C. )

I. John T. Gray. being duly sworn, state that | have read the

foregoing statement, that I know its contents, and that those contents

are true as stated.

oy ecf
Subscribed and sworn to before me this 1‘? ) day of
October 2009.

- ] il
t ‘J)':’}v.,._f".: ¢ }L{L Lrfa

Notary Public

Pamela C. Nwosu
Netary Public, District of Columbia
My Commission Expires 2/14/2012

My Commission expires:
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Year: 2008

Road Initials: NS Rail
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Road Initials: UPRR Ysar: 2008
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State Corporate Income Tax Rates
As of January 1, 2008

State Tax Rates and Special Rates or Notes

Brackets
Alabama 6.5% Federal deductibility
Alaska 1.0% > $0

2.0> 10K

3.0 >.20K

4.0 > 30K

5.0 > 40K

6.0 > 50K

7.0 > 60K

8.0 > 70K

9.0 > 80K

9.4 > 90K
Arizona 7.0% Minimum tax is $50.
Arkansas 1.0% > $0

2.0>3K

30>6K

5.0> 11K

6.0 > 25K

6.5 > 100K

California 8.84% Minimum tax is $800. 10.84% on financial
institutions. The tax rate on S-Corporations is 1.5%
(3.5% for financial S-Corporations). A 6.65% AMT is
also imposed.

Colorado 4.63%

Connecticut 7.5% Pay higher of income tax or tax on capital (3.1 mills
per dollar, with a minimum of $250 and a maximum
of $1,000,000).

Delaware 8.7% Banking tax: 8.7% on first $20 million, 6.7% for next
$5 miillion, 4.7% for next $5 million, 2.7% for next
$620 million, and 1.7% for amounts greater than
$650 million. A franchise tax is due on the greater
of the tax calculated on authorized shares or gross
assets ($35 minimum, $165,000 maximum).

Florida 5.5% Taxpayers who owe federal AMT must pay higher of
FL Corp. Inc. Tax or 3.3% alternative minimum rate.

Georgia 6%
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State Corporate Income Tax Rates
As of January 1, 2008

State Tax Rates and Special Rates or Notes
Brackets 3 -
Hawaii 4.4%> $0 Banks and financial institutions are taxed at 7.92%.
An alternative tax on capital gains is imposed at a
54> 25K rate of 4%.
6.4 > 100K
Idaho 7.6% Minimum tax $20.
lllinois 7.3% Includes 2.5% income replacement tax. 1.5% for S-
Corps.
Indiana 8.5%
lowa 6.0% > $0 50% federal deductibility. Financial institutions are
8.0 > 25K subject to a 5% franchise tax.
10.0 > 100K
12.0 > 250K
Kansas 4% > $0
7.35 > 50K
Kentucky 4.% > $0 Corporations must also pay the larger of a gross
5.0 > 50K receipts tax equal to 0.095% of gross sales or
0.75% of gross profits, or a minimum tax of $175.
6.0 > 100K
Louisiana 4.0% > $0 Federal deductibility. Corporation franchise tax:
: 5.0 > 25K $1.50 for each $1000 up to $300,000 of capital
employed in LA; and $3 for each $1000 over
6.0>50K  $300,000.
7.0 > 100K
8.0 > 200K
Maine 3.5% > $0 An AMT is imposed at 5.4%. Banks and financial
7.93 > 25K institutions must choose to pay either 1% of income
0, 0,
8.33 > 75K plus 0.008% of assets, or 0.039% of assets only.
8.93 > 250K
Maryland 8.25%
Massachusetts 9.50% There is an additional tax of $2.60 per $1,000 on

taxable tangible property (or net worth allocable to
state, for intangible property corporations); minimum
tax of $456. 10.5% on financial institutions.
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State Corporate Income Tax Rates
As of January 1, 2008

State Tax Rates and Special Rates or Notes
Brackets

Michigan 4.95% There is an additional modified gross receipts tax
(sales minus purchases from other firms) at a rate of
0.8%. Banks pay a tax on net worth at a rate of
0.235%.

Minnesota 9.8% 5.8% alternative minimum tax rate. A minimum tax is
levied based on Minnesota property, payroll and
sales.

Mississippi 3.0% > $0 Franchise tax of $2.50 per $1,000 with minimum tax

4.0 > 5K of $25
5.0 >10K

Missouri 6.25% Additional franchise tax at 0.0333%. 7% on
financial institutions. 50% of federal tax deductible.

Montana 6.75% 7% for corporations filing under a water's edge
election. Minimum tax is $50.

Nebraska 5.58% > $0

7.81 > 50K
Nevada None
New Hampshire 8.5% > $50K Its two corporate taxes — the Business Profits Tax
9.25 > 150K (BPT) and the Business Enterprise Tax (BET) —
) have different rates and bases. The BPT rate is
8.5% on gross income over $50K. The BET rate is
either 0.75% on gross income over $150K, or 0.75%
on total compensation paid out, including dividends
and interest, over $75K, making 9.25% the top rate
a corporation may face.
New Jersey 6.5% > $0 Companies with income greater than $100K pay 9%
‘ 7.5 > 50K on all income, companies with income greater than
9.0 > 100K $50K but less than $100K pay 7.5 % on all income
and companies with income under $50K pay 6.5%.
The minimum tax is $500. An Alternative Minimum
Assessment based on Gross Receipts applies if
greater than corporate franchise tax for out-of-state
companies with New Jersey sales. 4% surtax for
2007.
New Mexico 4.8% > $0
6.4 > 500K
76>

1,000,000
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State Corporate Income Tax Rates
As of January 1, 2008

State Tax Rates and Special Rates or Notes
Brackets
New York 71% Businesses pay greatest of regular income tax,

North Carolina

North Dakota

Ohio

Oklahoma

Oregon
Pennsylvania

Rhode Island

South Carolina
South Dakota

Tennessee

Texas

Utah

1.5% AMT, 0.178% of capital base, or a fixed dollar
minimum tax between $100 and $1500. There is an
additional 0.09% tax on subsidiary capital.

6.9% The franchise tax rate is $1.50 per $1,000, with a
minimum of $35.

2.6% > $0 7% for financial institutions with a minimum of $50.
4.1>3K Corporations making a water's-edge election must
5.6 > 8K pay an additional 3.5% tax.

6.4 > 20K

6.5>30K -

5.1% > $0 A value added-style tax, the Corporate Activities Tax
8.5 > 50K (CAT) was instituted in 2005. It will be phased in

through 2010 while the Corporate Franchise Tax
(Ohio's income tax) is phased out. Beginning April
1, 2008 the CAT rate is .208% (80% of .26%). For
tax year 2008 companies owe 40% of Corporate
Franchise Tax liability.

6.0% Additional franchise tax of $1.25 for each $1,000 of
capital invested or used in Oklahoma.

6.6% Minimum tax $10.

9.99% Imposes a capital stock and foreign franchise tax of

0.289% on taxable income over $125K. Bank and
Trust Company Shares Tax is 1.25%.

9.0% Greater of 9% of net income apportione& to Rhode
Island, or a franchise tax on authorized capital stock
at the rate of $2.50 for each $10,000.00 or fractional
part thereof (minimum of $500).

5.0% 4.5% for banks; 6% for savings and loans.

None 6% on a bank's net income. Minimum tax is $200
per location (banks). .

6.5% Franchise tax of .25% of the greater of net worth or
real and tangible property (minimum $100)

1.0% Texas's 1% franchise tax is a gross receipts tax paid

by most taxable entities. Retailers pay 0.5%.
5.0% _ Minimum-tax $100. |
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State Corporate Income Tax Rates
As of January 1, 2008

State Tax Rates and Special Rates or Notes
Brackets
Vermont 6.0% > $0 Minimum tax $250.
7.0> 10k
8.5 > 25k
Virginia 6.0% Bank franchise tax is 1.0%.
Washington Rate Varies Washington has no income tax but has a gross

receipts tax called the Business & Occupation (B&O)
Tax which is levied at various rates. The major rates
are 0.471% for retail sales, 0.484% for wholesale
and manufacturing, and 1.5% for service and other

activities.

West Virginia 8.75% Business franchise tax of .55% of taxable capital, or
a minimum of $50.

Wisconsin 7.9%

Wyoming None

District of Columbia  9.975% Minimum tax is $100. Ball park gross receipts tax
levied on gross receipts over $5 million at varying
rates.

Sources: Tax Foundation and each state's tax forms and instructions

Tax Foundation
Ph: (202) 464-6200

www.taxfoundation.org TAX%

FOUNDATION


http://www.taxfoundation.org
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Data from Annual Report Form R-1
($000)

Total Railway Operating Revenues Schedule 210, Line 13, Column (b)

Year | % RR ‘] ;Schedf[&.Line £]: .5 ColB . . __’
2008{BNSF | 210, 13 18,132,372
TT2008[CNGT | 210] T 13( T 2,400,269
2008/CSX | 210 13 10,219,153
. 2008]KCS 210] 13 1,029,503
f"""?'ﬁ'ﬁé"ﬁs‘""'T"Td; K 10,661,340
|7 20081800 T T 210 T 13 T 865,175;
| _oooelGp " ovo] i3 i
Income (Loss) from continuing operations (before income taxes) Sch. 210, Line 46, Col. (b)
[ZiYear ' [« RR4]*S Lyking s 45 #iCoIB i,
| 2008BNSF |  210; 46| = 3,737.473,
i 2008iCNGT _ 210: 46 533,745

" 2008CSX 2100 T 46, T 2,148,190,

" "2008/KCS 2100 T 46, T 177,055

| 2008|NS 270, 46, 2,326,362

| 2008[S00 210, 46 222,289

L...2008]UP 210f 46 3602131
N
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16 Road Initials: BNSF Year 2008
210. RESULTS OF OPERATIONS
(Dollars in Thousands)
1 Disclose requested Information for respondent pertaining to results Crass-Checks
of operations for the year Schedule 210 Schedule 210
Line 15, cold =Lline 62, colb
2 Report total operaling expenses from Sched. 410. Any differences Lines 47.48,49 cal b =Line 63,colb
[between this schedule and Sched, 410 must be explained on page 18, Line 50, col b = Line 64, col b
3 List dividends from invesiments accounted for under the cost method
or line 19, and hst dividends accounted for under the equity method Schedule 410
on line 25 Line 14, col b = Line 620, col h
Line 14, cold = Line 620, col f
4. All contra entries should be shown m parenthesis Line 14,cole = Line 620, col g
Line | Cross hem Amount for Amount for Freght-related Passenger-relalef Line
No | Check current year { preceding year revenue & revenue & No
expenses expenses
(a) {b) (c) (d) {e)
ORDINARY ITEMS
OPERATING INCOME
Railway Operating Incoma
1 (101) Freight 17,848,082 15,662,973 17,848,082 1
2 {102) Passanger 2
3 {103) Passenger-related 3
4 (104) Switching 30,412 32,463 30,412 4
5 (105) Water transfers 5
8 {108) Demurrage 128,387 97877 128,397 6
7 (110} incidental 111,872 119,472 111,872 7
8 (121) Jom facility - credit 13,609 11,313 13,603 8
[] (122) Joint facilty - debit 9
10 (501) Raliway operating revenues (Exclusive of transfars 10
l from government authorities-lines 1-9) 18,132,372 15.914,008 18,132,372
11 (502) Railway operatr.g revenues - transfers from . H
government authorities
12 {(503) Railway operating revenues - amortization of [F]
deferred translers from government authoiities
13 TOTAL RAILWAY OPERATING REVENUES (llnes 10-12) 18,132,372 15,914,008 18,132,372 13
14 . {531) Ralway operating expenses 14,308,669 12,504,067 14,308,669 14
15 . Net revenue from ratiway operalions 3,823,703 3,410,031 3,823,703 15
OTHER INCOME .
16 i(sota) Revenue from proparty used in othar than carner RS R " 16
operalions B i B
17 (510) Miscellaneous rent income ‘. 17
18 (512) Separately operated properties - profit . . 18
19 {(513) Dividend mcome (cost method) 400 400 _ 19
20 [(514) Interest ncome 28,217 201642 | > . 20
21 [(51 8) Income from sinking and other funds N oo 21
22 1(517) Rel of premums on funded debl A ", 22
23 (518) Re.mbursemaents received under contracts and - o 23
[ agreements
24 (519) Miscallaneous incoma 13,514 35,535 * ‘| 24
income from attliated compames: 519 K
25 a. Dividends (equity method) t . 25
26 b. Equity in undisinbuted eamings (iosses) - 26
27 TOTAL OTHER INCOME {lines 16-26) 43,131 237,577 27
28 TOTAL INCOME (lines 15, 27) 3,866,834 3,647.608 N 28
MISCELLANEOUS DEDUCTIONS FROM INCOME N ’ N
29 {534) Expenses of property used In other than carrier - d- ;
aperations - ‘ .
30 {544) Miscellaneous taxes 30
31 (545) Separately operated propertias-Loss o o 31
32 (548) Maintenance of investment organization N : J 32
33 1(550) Income transferred under contracts and agreamants . 33
34 {(561) Miscellaneous incoms charges 27,756 42,455 . I IR 34
35 |(553) Uncollactible accounts T N N e 35
36 TOTAL MISCELLANEOUS DEDUCTIONS 27,756 42455 | - S 38
3/ Income available for fixed charges 3,830,078 3,605,153 b 'fe - 7

Railroad Annual Report R-1
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Road Initials: BNSF Year 2008 17
210, RESULTS OF OPERATIONS - Continued
) (Dollars in Thousands)
Line | Cross Item Amount for Amount for | Line
No | Check (a) current year preceding year | No
(b) (c)
FIXED CHARGES
(546) intarest on funded debt*
38 (a) Fixed interest not in default 98,805 89,788 | 38
30 {b) Interest In default a9
40 }{547) interast on unfunded debt 40
41 (548) Amortzation of discount on funded debt 2800 2,707 | 41
42 TOTAL FIXED CHARGES ({lines 38 through 41) 101,605 92,495 | 42
43 Income after fixed charges (line 37 mnus line 42) 3,737,473 3512658 | 43
OTHER DEDUCTIONS
(546) Interest on funded debt:
44 {c) Contingumt interest 44
UNUSUAL OR INFREQUENT ITEMS
45 (555) Unusual or infraquent flems (debit) credit 45
46 Income {Loss) from continuing operations {before inc. taxes) 3,737,473 3,512.658 | 46

PROVISIONS FOR INCOME TAXES
h(556) Income taxes on ordinary iIncome

47 . (a) Federal income taxes R 866,382 940,476 § 47
48 * {b) State income taxes 151,600 132,316 | 48
49 . {c) Other income (axes 49
50 *  §{557) Proviswon for defarred taxas 395,857 275,214 | 60
51 TOTAL PROVISION FOR INCOME TAXES (lines 47 through 52) 1,413,839 1,357,009 | 51
52 from continuing L (line 46 minus lne 51) 2,323,634 2,155,649 | 52
DISCONTINUED OPERATIONS A

53 {560) Income or loss from operations of discontinued segments (less applicable income

taxas of § )
54 1(562) Gain or loss on disposal of discontnued segments (tess applicable income taxes

of $ )
55 Income before extraordinary tems (lines 52 through 54) 2,323,634 2,155,649 | 55

EXTRAORDINARY ITEMS AND ACCOUNTING CHANGES

56 (570) Extraordinary items (Net) 56
87 (590) Income taxes on extracrdinary kems 57
58 (581) Provision for deferred taxes - Extracrdinary items 68
50 TOTAL EXTRAORDINARY ITEMS (lines 56 through 58) 59
60 (592) Cumuilative effect of changes in accounting principles (less applicable mncome 60

taxes of § )
61 . Net income {Loss) (lines 55 + 59 + 60) 2,323,634 2,155,649 | 61

RECONCILIATION OF NET RAILWAY OPERATING INCOME (NROI)

62 . Net revenuas from railway operations 3,823,703 3,410,031 { 62
63 _*__1(556) Incoma taxas on ordinary income (-) 1.017.982 1,081,785 | 63
64 *  }(557) Provision for deferred income taxes {-) * 395,857 275,214 | 64
85 Income from lease of road and equipment (-) 12,848 12,848 | 65
66 Rent for leased roads and equipment (+) 66
67 Net railway operating income (loss) 2,387,016 2,040,174 | 67

Railroad Annuai Reporl R-1
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16 Road hitials:  G7'C Year 2008
210 - RESULTS OF QPERATIONS
(Dollars in Thousands) -
1. Disclose requested information for respondent pertatning to results Cross - Checks
of operations for the year Schedule 210 Schedule 210
Line 15,col b =Line 62, colb
2. Report total operating expenses from Sched 410 Any differences Lines 47, 48,49 col b =Line 63,colb
between this schedule and Sched 410 must be explained on page 13. Lane 50, col b = Line 64, col b
3, List dividends trom investments accounted for uncier the cost method Schedule 410
on line 19, and list dividends accounted for under the equity method Line 14, col b = Line 620, col h
on line 25. Line 14, col d =Line 620, col f
Line 14, col e =Line 620, col g
4. All conira entries should be shown in purenthesis
Line| Cross Item Amount for Amount for Freightreluted | Passenger-related
No, | Check current year preceding year revenue & revenue & o
expenses expenses
(a) (b) {c) (d) (e}
ORDINARY ITEMS
OPERATING INCOME
Railway Operating Income
1 (101) Freight 2,243,002 2,121,293 2,243,002
2 (102) Passenger - - - -
3 (103) Passenger - related - - - -
4 (104) Switch:ng 54,288 54,357 54,288 .
5 (10S) Warer Transfers - - - -
6 (106) Demurrage 31,094 27,417 31,094 -
7 (110) Incidental 68.210 50,797 68,210 -
8 (121) Joint Facility - credit - - - -
9 (122) Joint Facility - dcbit - - -
10 (501) Raslway operating revenues (Exclusive of transfers .
from government authorities - lines 1 - 9) 2,396,594 2,253,864 2,396,594
11 (502) Railway operating revenues - transfer from -
government authorities 3,132 34719 3,132
12 (503) Railway operating revenues - amortization of -
deferred transfers from govemnment autharities 543 544 543
13 TOTAL RAILWAY OPERATING REVENUES (Lines 10 - 12) 2,400,269 2,257.887 2,400,269 -
14 (531) Railway operating cxrenses 1,642,966 1,429,650
15 Net revenne from railway operations 757,303 828,237
OTHER INCOME
16 (506) Revenue from propesty used in other than carrier operations -
17 {510) Miscellaneous rent income 4463 5,317 Yol
18 (512) Separately operated properties - profit - # 3
19 (513) Dividend income (cost method) - L
20 (514) Interest income - e
21 (516) Income from sinking and other funds -
22 (517) Release of premiums on funded debt -
23 (518) Reimbursements received under contracts and agrcements -
24 {519) Miscellaneous income 36,214 44,918 |
Income from affiliated companies: 519
25 a) Dividends (cquity method) -
26) b) Equizy in undistributed camings (losses) (12,158); 53,668
27 TOTAL OTHER INCOME (Limes 16 - 26) 28,519 103,903 3 e o
28 TOTAL INCOME _ (Lines 15, 27) 785,822 932,140 RRES &h&
MISCELLANEOUS DEDUCTIONS FROM INCOME § . 'ﬁ% LERY 24
29 {(534) Expense of propeny used in other than carrier operations - SRR oy R
30 (544) Miscellaneous taxes - ; ~-,-‘-§ng Lo
31 {545) Separately onerated properties - Loss - 30
32 (549) Maintenance of investment organizations -
33 (550)_[ncome transferred under contracts and agrecments -
34 (551) Miscellaneous income charges 6,717 6,681
35 (553) Uncollectible accouats -
136, TOTAL MISCELLANEOUS DEDUCTIONS 6,717 6,68
37 Income avaitable for fixed charges 779,105 925,459

Railroad Annual Report R-1
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Road fmttals GIC Year 2008 , 17
210 - RESULTS OF OPERATIONS - Continued
(Dotlars in Thousands)
Amonnt for Amount for
Line | Cross Item current year preceding year
No. | Check (a) (b) (c)
FIXED CHARGES
(546) |Interest on funded debt:
38 (a) Fixed interest not in default 245,245 249,681
39 (b) Interest in default - -
40 (547) |Interest on unfunded debt 1 91
41 (548) | Amortization of discount on funded debt 114 171
42 TOTAL FIXED CHARGES  (Lines 38 - 41) 245,360 249,943
43 Income after fixed charge (Line 37 - Line 42) ) 533,745 675,516
OTHER DEDUCTIONS
(546) {Interest on funded debt:
44 (c) Contingent interest - .
UNUSUAL OR INFREQUENT ITEMS
45 (555) |Unusual or infrequent items (debit) credit - -
46 Income (Loss) from continuing operations (before inc. taxes) 533,745 675,516
PROVISIONS FOR INCOME TAXES
(556) {Income taxes on ordinary income:
47 * a) Federal income taxcs 95,773 122,811
18 * b) State income taxes 23,844 23,053
49 * ¢) Other income taxes 5,998 -
50 *  1(557) |Provision for deferred taxes 56,064 95,802
Sl TOTAL PROVISIONS FOR INCOME TAXES (Lines 47 - 52) 181,679 241,666
52 Income from continuing operations (line 46 minus line 51) 352,066 433,850
DISCONTINUED OPERATIONS
(560) [Income or loss from operations of discontinued segments (less apptlicable income
53 of $ ) - .
{562) |Gain or loss on disposal of discontinued segments (less applicable income
54 of $ ) - -
55 Income before extraordinary [tems (Line 52 - 54) 352.066 433,850
EXTRAORDINARY ITEMS AND ACCOUNTING CHANGES
56 (570) |Extraordinary items (Net) - -
57 {590) {Income taxcs on extraordinary itcms - -
58 (591) |Provision for deterred taxces - Extraordinary items . .
59 TOTAL EXTRAORDINAPY ITEMS  (Lines 56 - 58) - -
(592) |Cumulative effect of changes in accounting principles (less applicable income
60 taxes of $ ) - -
61 * Net income (loss)  (lines 55 + 59 + 60) . 352,066 433,850
RECONCILIATION OF NET RAILWAY OPERATING INCOME (NROI)
62 * Nt revenues froem railway gperations 757,303 828,237
63 * 1(556) {Income taxcs on ordinary imcome {-) 115,615 145,864
64 * 1(557) {Provision for deferred taxes (-) 56,064 95,302
65 Income from Jeased road and cquipment (-) - .
66 Rent for leased road and cquiptent (+) 1,350 1,377
67 Net railway operating mcome (loss) 576,974 S5487.948

Railroad Annual Report R-1
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16 Road Initials: CSXT Year: 2008
210. RESULTS OF OPERATIONS
(Dollars 10 Thousands)
t. Discl q f inft ion for respondent pertasmng to results of operatiors for the Cross-Checks
year. Schedule 210 Schedule 210
Line 15, col b = Lme 62, col (b)
2 Repor total operaung expenses from Sched 410 Any differeaces between this Lines 47,48,49 col b = Line 63, col (b)
schedule and Sched 410 must be explamned on page 18. Lme 50, col b = Line 64, col (b)
3. List dividends from inves‘ments accounted for under the cost method on line 19, and
hist dividends accounted for under the equ:ty method on line 25 Schedule 410
: Line 14, col b = Line 620, col h
4 All contra entnies should be shown in parenthesis. Line 14, cold =Lins 620, col f
Line 14, col e = Line 620, col g
Line | Cross Item Amount for Amount for Preight related | Passenger-related| Lme
No | Check current year preceding year revenue & revenue & No.
cxpenses expenses
() (b) (c) (d) (e)
ORDINARY ITEMS
OPERATING INCOME
Railway Operating Income
1 (101) Fresuht 10,041,556 8.879.824 10,041,556 1
2 (102) Passenger - - - 2
3 (103) Passenger-related i - - 3
4 (104) Swntchl_ll (123,259 (107,968 (12_3£59) 4
5 (105) Water fi - - — 5
6 106) Demurrage 68,194 69 816 68,194 6
7 T10) Incidental 232,662 197407 232,662 7
8 121) Joint facilizy - credit - ~ - J
9 122) Jount facility - debit . - - -
(501) Razlway opersting revenues (Exclusive of tansters trom - .
10 vernment authorities lines {-9) 10,219,153 9,039,079 lO._Zl—9,I 53 - 10
(502) Ratlway operating reveoues -¢ransfers ftom government
11 authorities - - 11
(503) Railway operating revenues - amortization of deferred transfers
§2 from government authonties - L 12
13 TOTAL RAILWAY OPERATING REVENUES (ines 10-12) 10,219,153 9,039,079 10,219,153 - 13
14 ¢531) Railway opcrating exp 8,033,923 7353818 8,033,923 14
15 Net revenue from railway operations 2,185,230 l,GES,El 2,185,230 15
OTHER INCOME
16 i(sosp R {rom propexty used in other than carzier operations 25,634 54215 16
17 '510) Miscell rent iIncome — 35715 33,398 17
18 (512) Separately operated prog - profit - - 8
19 (513) Dividend income (cost mcthod; 5.751 4,196 9
20 {514} L t 1 56,271 104,788 20
21 516) Income from sinking and other funds - - 21
22 (517) Release of premiums on funded debt - - 22
23 (518) Reimbursements reccived under contracts and agreements - - 23
24 4‘¢:519) Miscetlaneous income 8,271 8949 24
Tacome from affiliated companies: 319
25 8. Dividends (equity method) - - 25
28 b. Equity m undigtributed camngs (losses 37465 7,107 26
27 TOTAL OTHER INCOME ‘lines 16-26) ngll_QZ 212,653 27
28 TUTAL INCOME {lnes 15, 27 2354337} ° 1.897.914 28
MISCELLANEOUS DEDUCTIONS FROM INCOME
29 534) Expenses of progarty used in other then carmner operations (39, 7& (38,778) 29
30 J{544) Miscellanecus taxes - - 30
3] (545) Separately operated pronerties-Loss - - 31
32 549) Maintenance of invesiment oramzation - « 32
33 550) Income transferred under contracts and agreements - - 33
14 ¢551) Miscellaneous i charges (81,446 (190,049) 34
15 1553) Uncollectible accounts - - 35
3n TOTAL MISCELLANEOUS DEDUCTIONS 120,493 8,827 36
37 Income available for fixed charges 2,233,844 1,669,087 37

Railroad Annual Report R. [
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Road Initials;: CSXT Year: 2008 17
210. RESULTS OF OPERATIONS - Continued
(Dollars in Thousands)
Line] Cross Item Amount for Amount for |Line
No. | Check ) (a) current year | preceding year | No.
(b) {c)
FIXED CHARGES .
(546) Interest on funded debt:
38 (a) Fixed interest not in default 82,991 69,178 § 38
39 {(b) Intcrest in default - - - 39
40 (547) Interest on unfunded debt 8,292 5,773 | 40
41 (548) Amortization of discount on funded debt (5,629)1 {6,677)] 41
42 TOTAL FIXED CHARGES (lines 38 through 41) 85,654 68,274 | 42
43 Income after fixed charges (linc 37 minus line 42) 2,148,190 1,600,813 } 43
OTHER DEDUCTIONS
(546) Interest on funded debt:
4 (c) Contingent interest - 21 44
" UNUSUAL OR INFREQUENT ITLEMS
45 (555) Unusual or infrequent items (debit) credit - - 45
46 Income (Loss) from continuing operations (before inc. taxes) 2,148,190 1,600,811 | 46
PROVISIONS FOR INCOME TAXES
(556) Income taxes on ordinary income:
47 (a) Federal income taxes 305,922 378,485 | 47
48 (b) State income taxes 67,546 40,636 | 48
49 (c) Other income taxes 785 - 49
50 {557) Provision for deferred taxes 353,210 190,156 { 50
51 TOTAL PROVISION FOR INCOME TAXES (lines 47 1 rough 50) 727,463 609,277 | 51
52 Income from continuing operations (line 46 minus line 51) 1,420,727 991,534 | 52
DISCONTINUED OPERATIONS
(560) Income or loss from opcrations of discontinued scgments
53 (less applicable income taxes of § 0 ) - - 53
(562) Gain or loss on disposal of discontinued segments
54 (less applicable income taxesof § 0 ) - - 54
55 Income before extraordinary items (lines 52 through 54) 1,420,727 991,534 | 55
EXTRAORDINARY ITEMS AND ACCOUNTING CHANGES
56 (570) Extraordinary items (Net) s - 56
57 (590) Income taxcs on extraordinary items - - 57
58 -1(591) Provision for deferred taxes - Extraordinary items - - 58
59 TOTAL EXTRAORDINARY ITEMS (lines 56 through 58) ! - - 59
(592) Cumulative effect of changes in accounting principles
60 (less applicable income taxesof§ 0 ). - - 60
61 Net mcome (Loss) (lines 55 + 59 + 60) 1,420,727 991,534 § 61
RECONCILIATION OF NET RAILWAY OPERATING INCOME (NROI)
62 Net revenues from railway operations 2,185,230 1,685,261 | 62
63 (556) Income taxes on ordinary income {-) (374,253) (419,121)] 63
64 (557) Provision for deferred income taxes (-) (353,210) (190,156)} 64
65 Income from lease of road and equipment (-) (22,852) - 65
66 Rent for leased roads and equipment (+) 13,893 14,027 | 66
67 Net railway operating income (loss) 1,448,808 1,090,011 | 67

Railroad Annual Report R-1
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16 Road Intiels KCSR Year 2008
210. RESULTS OF OPERATIONS
{Dollars in Thousunds}

1. Disclose the requested infs lion for the resp pertaining to the 4 All conlira eniries hereunder shauld be indicated i parentheses
resulis of operations for the year. 5 Cross checks.

2, Report tolal op ] from Scheduls 410 of this report. Any Schedule 210 Schedule 210
dispanties o expense amounis shown in thes scheckis and exp Lina 1§, column (b) - Line 62, column (b)
reporied In Schadiule 410 must be fully explamed on page 18 Line 47 plus 48 plus 4B, column (b} = Line 63, column (b)

3. Ust dwidends from d for under the cost method on Line $0. colurmn (b) = Line 84, column (b)

the appropriate fine No. 19 for Account No. $13. “Dindend Income.” List
dvidends accounted for by the equiy method on the appropriate divdend ling
No 25 under the “income from Affiiiated Companies® subsection of this
schedule.

Line 14, calumn (b)
Lina 14, column (d)
Line 14, column (e)

Schedule 410
= Line 620, column {h)
= Lina 620, column (f)
= Lme 620, column {g)

Freght- Passenger-
Amount for Amount for relatad related
une | Cross itern curentysar {p Ing year & & | Lne
No | Cneck expenses expenses No.
(@) (b) © {d) (@)
ORDINARY ITEMS
OPERATING INCOME.
Raiway Operoting Income
1 {101} Froight 980,022 880,149 880,022 NONE 1
2 (102) P ~ . 2
3 {103) P Relaled - - - 3
4 {104) Sv 17,384 20,779 17,381 4
L] (105) Water Transiers - - 5
6 (106) D 23,421 18,372 23,421 6_
7 (110) Incidentat 8,678 8,826 8,679 7
8 (121) Joint Facitity - Crecit - - o 8
9 (122} Joint Facility - Deblt - - - ]
10 (501) Rauway Operating R {(Exclusive of T
from Govemment Authorities - Lines 1-9) 1,028,503 925,826 1,028,503 10
1 (502) Raitway Operating R =T from G
Authorities for Current O ) - - - 11
12 (503) y Op g . ot D
T from Authcrites - - . 12
13 TOTAL RAILWAY OPERATING REVENUES (Lines 10-12) 1,028,503 925,926 1,029,503 13
4 {531) Railway Operating E ‘ 851,965 770,380 851,865 14 ’
1§ Not Rovanue from Raiway Op 177,538 155,536 177,538 15
OTHER INCOME
16 {508) Revenue from Proparty Used in Olher Than Camer O 82
17 (510) Mi Renl income 40
18 (512) y Op - Profit -
19 (513) Dividend income (Cost Method) 2
20 (514) Interest Income 1,253
21 (518) Income from Sinking and Other Funds -
22 (517) Release of Premiums on Funded Debt -
23 (518) Rei R d under ¢ ond A -
24 :518) Income 8,170
Iincome from Affiliated Companies: 519
25 a_Dn (Equity ) -
26 b Equity in Undistsil {Losaes) 56,614 4,818
27 TOTAL O FHER INCOME (Lines 16-26) 6,161 12,941
28 TOTAL INCOME (Lines 15, 27) 243,699 168,477 e
MISCELLANEQUS DEDUCTIONS FROM INCOME
29 (834) Expenses of Property Used in Other Than Camer O 22
30 (544) N Taxos .
31 (545) ly O 4 Prop - Lass -
32 (549) of Organezation -
33 (550) income Ti d under C and Ag/ -
34 (551) M income Ch 1,105 A
35 (553) L tible - (3,221)
36 TOTAL MISCELLANEOUS DEDUCTIONS (Lines 20-35) 1.13?_ (2._9_?_:‘5_)‘ 3
37 Income Available for Fixed Charges {Lincs 28, 36) 242,572 171,470 |-
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Road Iniials KCSR Year 2003 17
210. RESULTS OF OPERATIONS. - Concludad
{Dollara in Thousands)
Line § Crosa Item Amount for Amount for Line
No, ] Check cufrent year preceding year No
(O] ®) ©
FIXED CHARGES
(546) _Interes1 on Funded Debt:
38 {a) Fixed inlerest Not in Defauit 586,822 62,907 § 38
39 1b) Interest in Defautt . . . ; -1.38
40 (547) Interest on Unfunded Debt i . - (871) 1,049 | 42
41 (548) of D on Funded Debdt 9,566 4323 | 41
42 TOYAL FIXED CHARGES {Lines 3841} i 65,517 68,279 | 42
43 Incoma afier Fixed Charges (Lines 37, 42) 177,055 .103,181 | 43
. OTHER DEDUCTIONS ) N
44 (546) Interest on Funded Debt
c} qu_‘lluenl nierest - -1 44
. UNUSUAL OR INFREQUENT ITEMS
45 (555) Unusuat or Infrequant items (Debit) Credit .. - -] 45
46 Incoms {Loss) from Continuing O {before Income Taxss) 177,055 103,181 ] 46
PROVISIONS FOR INCOME TAXES *
(556) income Taxes on Ordinary incoma:
47 {a) Federal Income Taxes . 768 -1 47
48 (b) State Income Taxes {127) 545 1 48
49 {c) Other incoma Taxes . - -1 4%
50 {557) Provision for Deferred Texes 40.652 27.017 { 50 \
51 TOTAL PROVISIONS FOR INCOME TAXES (Lines 47-50) 41,293 27,562 | 51
52 Income from C. ling Operations (Lines 46-51) 135,762 75,629 | 52
DISCONTINUED CPERATIGNS
83 {560) Incomm or Loss from Operatons of Discontnued Segments {Less Applcable incoms
Tawesof$ - ) - -1 53
54 {562) Galn or Loss on Disposal of Discontmued Segments (Less Ap Taxof§ - ) - -] 54
55 ncomsa before E: liems (Lines 52 + 53 + 54) . 135,762 75,629 | 55
EXTRAORDINARY ITEMS AND ACCOUNTING CHANGES
56 (570) Extraordinary tems (oet) . |55
57 {590) Income Taxes on Exti ry llems - - 57
58 (581) Provisiontor Daferred Txes - Exirsordinary ems - -] 56
59 TOTAL EXTRAORDINARY ITEMS  (Lines 56-58) - -] 8%
€0 (592) Cumwlaive Effect of Changes ln Accounting Principles (Less Applicable Taxof$ - ) - - | 60
61 Net Income {Los3) (ines 55 + 59 + €0) 135,762 75,829 | 61
RECONCILIATION OF NET RAILWAY OPERATING INCOME (NROI)

62" Net from y O 177,538 156,536 | 62
63 (556) income Taxes on Ordinary Income (-) 1 545 | 63
64 (557) Provision for [ Taxes () 40,852 27,017 | 84
85 Incomae from Lease of Raad and Equipment ¢) - - | 65
65 Rent for Leased Roads and {+) 92 792 | &8
67 Net Ralway Operating ncome (Loss) 136,337 126,766 | 87

Reilroad Annual Report R-1
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Road Initlals: NS Rall  Year. 2008

210. RESULTS OF OPERATIONS
(Doliars In Thousands)

1 Disclose Ihe requested information for the respondent partaining to the
results of operations for the year.

2 Report total operating expenses from Schedule 410 of this report. Any
disparities in expense amounts shown in this schedule and expense amounts
reported in Schedule 410 must be fully explained on page 18.

3 List dividends from investments accounted for under the cost method on
the appropriate line No. 19 for Account No. 513, "Dividend Income." List
dividends accounted for by the equity method on the appropriate dividend line
No. 25 under the “Income from Affiiated Companies” subsection of this
scheduie

4. All contra entnes hereunder should be indicated in parenthesis

5. Cross-checks
Schedule 210
Line 15, column (b)

Line 47 plus 48 plus 49, column (b} = Line 63. column (b)

Line 50, column (b)

Line 14, column (b)
Line 14, column (d)
Line 14, column (e)

Schedule 210
= Line 62, column (b)

= Ling 64, column {b)
Schedule 410

= | ine 620, column (h)

= Line 620, column {f}

= Line 620, column (g}

Line | Cross ltem Amount for Amount for | Freight-related | Passenger-related jLine
No. | Check current year | preceding year revenue & revenue & Ne.
expenses expenses
(a) {b) (c) (d) {e) *
ORDINARY ITEMS
OPERATING INCOME
Railway Operaling Income
1 {101) Freight 10,330,756 9,147,037 10,330,756 1
2 (102) Passenger 2
3 (103) Passenger-Related 3
4 (104} Swatching 71,986 65,490 71,986 4
5 (105) Water Transfers 5
[} (106) Demurrage 120,170 119,141 129,170 6
7 {110) Incidental 129,428 100,731 129,428 7
8 (121) Joint Facility-Credit (Debit) 8
9 {122) Joint Facility-Debit (Credit) - 9
10 (501) Railway operating revenues (Exclusive of transfers
from Government Authorities-lines 1-9) 10,661,340 9,432,399 10,661,340 10
11 (502) Railway operaling revenues-Transfers from
Govemnment Authorities for cusrent operations 11
12 (503) Railway operating revenues-Amortization of deferred
transfers from Government Authorities ) 12
13 TOTAL RAILWAY QPERA NG REVENUES (lines 10-12) 10,661,340 9,432,399 10,661,340 13
14 *  |(531) Railway operating expenses 7,803,714 7,052,511 7,803,714 14
15 . Net revenue from rallway operations 2,857,626 2,379,888 2,857,626 15
OTHER INCOME B
16 (506) Revenue from property used in other than carrier operations 1,956 1,498 16
17 {510) Miscellaneous rent income 41721 39,437 17
18 (512) Separataly operated properties-Profit 18
19 (513) Dividend Income (cost method) 25,173 20,636 19
20 (514) Interest Income 32,878 151,733 20
21 (516) income from sinking and other funds 6 13 21
22 (517) Release of premiums on funded debt 2
23 (518) Reimbursements received under contracts and agreements 23
24 (519) Miscellaneous income 122,951 235,637 24
Income from affiliated companies: 519
25 a. Dividends (equity method) 25
26 b. Equily in undistnbuted earnings {losses) {659) (216) 26
27 TOTAL OTHER INCOME (linas 16-26) 223,426 448,739 27
28 TOTAL INCOME (lines 15, 27) 3,081,052 2,828,627 28
MISCELLANEOUS DEDUCTIONS FROM INCOME
29 (534) Expenses of property used In other than carrier operations 20,498 21,007 29
30 (544) Miscellaneous taxes 30
31 {545) Separately operated properties-Loss kil
32 (548) Maintenance of investment organization 32
a3 {550} Income transferred under contracts and agreements 33
34 (551) Miscellaneous income charges 566,758 675,663 34
35 (553) Uncollectible accounts 35
36 TOTAL MISCELLANEOUS DEDUCTIONS (lines 29-35) 587,256 686,670 36
37 Income available for fixed charges (lines 28, 36) 2,493,796 2,131,957 {: 37
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Road Initials: NS Rail  Year: 2008 17
210. RESULTS OF OPERATIONS - Continued
. {Dollars in Thousands)
Line | Cross Item Amount for Amount for [Line
No. | Check current year | preceding year | No.
{a) () {c}
FIXED CHARGES C
(546) Interest on funded debt: [
38 {a) Fixed interest not In default 45,830 50,813 38
39 (b) Interest in default 39
40 (547) Interest on unfunded debt 121,489 164,701 | 40
41 (548) Amortzation of discount on funded debt 115 301 ] 41
42 TOTAL FIXED CHARGES (lines 38-41) 167,434 215,815] 42
43 Income after fixed charges (lines 37, 42) 2,326,362 1,916,142 43
OTHER DEDUCTIONS
(546) Interest on funded debt:
44 {¢) Contingent interest 44
UNUSUAL OR INFREQUENT ITEMS
45 (555) Unusual or infrequent items (debit) credit 45
46 Income {Loss) from continuing operations (before Income taxes) 2,326,362 1.916,142 | 46
PROVISIONS FOR INCOME TAXES
(556) Income taxes on ordinary income:
a7 . (a) Federal income taxes 479,028 480,475} 47
48 . (b) State incoms taxes 70,780 62,842 } 48
49 . (c) Other income taxes 49
850 *  |(557) Provision for deferred taxes 344,925 147,584 | 50
51 TOTAL PROVISIONS FOR INCOME TAXES (lines 47-50) 894,733 690,901 | 51
52 Income from continuing operations (lines 46+51) 1,431,629 1,225,241 | 52
DISCONTINUED OPERATIONS
53 {560) Incomeor loss from operations of discontinued segments (less applicable income taxes of § 53
54 (562) Gain or loss on disposal of disconlinuad segments (less applicable income taxes of § ) 54
55 Income before extraordinary ltems (lines 52+53+54) ‘ 1,431,629 1,225,241 | 55
EXTRAORDINARY ITEMS AND ACCOUNTING CHANGES
56 (570) Extraordinary items (Net) 56
57 (590) Income taxes on extraordinary items 57
58 (591) Provision for defarred taxes-Extraordinary items 58
59 TOTAL EXTRAORDINARY ITEMS (Iines 56-58) 59
60 (592) Cumulative effect of changes In accounting principles (less applicable tax of $ ) 60
61 . Net income (Loss) (lines 556+59+60) 1,431,629 1.225,241 ] 61
Reconciliation of net rallway operating income(NRO)
62 Net revenuas from railway operation 2.857,626 2,379,888 | 62
63 *  |(556) Income taxes on ordinary income { - ) (549,808) (543,317)} 63
64 *  [(557) Provision for deferred Income taxes ( - ) (344,925) (147,584)] 64
65 Income from lease of road and equipment ( - } (7.736) (8,961)] 65
66 Rent for leasad roads and equipment ( +) 23,758 24,000 ] 66
67 Net railway operating incoma {loss) 1,978,916 1,704,026 | 67
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Road Inivals: SO0  Year

2008

210. RESULTS OF OPERATIONS
{Dollars in thousands)

Disclose requested information for the respondent nertaining to 5. Cross-checks:
the results of operations for the vear. . Schedule 210

Report total operating expenses from Sched. 410. Anv differences Line 15. column (b)
bei-\,woecnth:soschndulemd Sched. 410 must be explained on page 18 m;& :gi?'%ool 111
List leldends from investments accounted for under the cost method )
on line No 19. and list dividends accounted for under the equitv
methnd on line 25. Lme 14, column (b)
Line 14. column (d)

All contra entries hereunder should be mdicated in varenthesis. Line 14, column (e)

Schedule 210
= Line 62. col (b)
= Line 63. col (b}
% Line 64. col (b

Schedule 410
= Lne 620. col (h)
= Line 620. col (f
= Line 620. col (=)

Lme
No.

Amount Amount Freight-
for for related
Cross current precedmg revenue &
Check Item year year expenses

@ . (b) (<) @

Passenger-
related
revenuc &
expenses
(&)

Line
No.

' ORDINARY [TEMS
OPERATING INCOME

Radway Operating Income
01) Freighe 847.237 769,16 847,237

(2) Passenger

01) Passenper-Related,

{104) Switching 8 833 8,767
ater Transters 0 0

Y-
&) Demumage 7609 73] 7.609
D) Incadeqyual 1,725 122

oint Facn}m'-le'i? 0
(122 Jomnt Facality-Debi 0

2
( :) thway oncrating revenues (Exclusive of transfers
from Government Authontics-ings 1-9) §64.838 785673

(502) Ratlwav operating revenues-J ransfers trom
Government Authontie, 0 0

(503) Ratlway operating revenues-Arortization of

deferred transfers from Gavemment Authonties 287 287
TOTAL 'AY OPERATING REVENUES

{lmes 10-12) 865,125 785.960
'ég 554

{531) Rmlwa expenses 554,599
Nei revenue from miiwgli o';gmlons 233 4 231361

OTHER INCOME
(506) Revenue from property used m other than
cammer operations 0

b

[i]
{510} Miscellaneou: ome 6,86 60357
{ S¢j ly o Lof s-Profit [i {
§ tvidend income {cost method) p

Intere it Income 348 147

Y

5 income fﬁm sinking ana gther hinds
317) Release of premiwns on ﬁded deht [1]
[~

8) Reiumbursements receiv er contracts

nd a; ents Q

0
{519] Miscellaneous income 1722 3628
Income from affiliated companies: 519 -

a Dmdends!rquipﬁ method} 392 392
b__Equity in undistributed eamiings (Tosges) 4592 1,364

TOTAL OTHER INCOME (lines 16-26) 17,356 20.920

TOTAL INCOME (lines 15.27) 250,787 252,281

MISCELLANEOUS DEDUCTIONS FROM INCOML
(534) E.xpcnses of property used n other than

carrier fions 0
344) Miscellaneous taxes
45 S

343) Separately n%u.d properties-loss
i49)_h aigienance of investment o amzznnn
550} Income Transferred upder contrac ments

51) Miscellaneous income char [1 72

(553) Uncolleciib agcoumg
OTAI MISCELEANEOUS DEDUCTIONS 6! 72

[ncome available for fixed charges 250,104 251,554
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Road Initals: SOO  Year: 2008 17
210. RESULTS OF OPERATIONS - Continued
(Dollars in thousands)
Amount Amount
for for
Line | Cross current preceding Line
No. | Check Item year year No.
(a) (b) ()
FIXED CHARGES
(546) Interest on funded debt:
8 {a)_ Fixed interest not in default 27,504 32,647 38
39 {b) _laterest in defanlt [ 0 39
40 547) Interest on unfunded debt 11 {239 40
41 1548) Amortization of discount on funded debt 0 0 41
42 TOTAL FIXED CHARGES (lines 38 through 41) 273815 32408 42
43 Income after fixed charges {lines 37 minus hoe 42) 222289 219,146 43
OTHER DEDUCTIONS
(546) Interest on funded debt:
44 {c) Contingent unterest 0 0 44
UNUSUAL OR INFREQUENT ITEMS '
45 (555) Unusual or infrequent items (debit) credit 0 0 45
46 i Income (loss) from continuing operations (before income taxes) 222,289 219.146 46
PROVISIONS FOR INCOME TAXES
(556) Income taxes on ordinary income:
47 {a) Federal income taxes 48.198 36.734 47
48 {b) State income taxes 2,124 5775 48
49 {c) Other income taxes 0 Q 49
50 {557} Provision for deferred taxes 31,520 41,553 50
51 TOTAL PROVISIONS FOR INCOME TAXES (lines 47 through 50) 81,842 84,062 51
52 Income from continumg operations (line 46 munus line 51) 140,447 135084 52
DISCONTINUED OPERATIONS
53 {560) Income or loss from operations of discontinued segments
(less applicable income taxes of $ ) 0 0 53
54 (562) Gain or loss on disposal of discontinued segments
(less applicable incame taxes of $ ) 0 0 54
55 Income before extraordinary items (lines 32 throuph 54) 140,447 135.084 5
EXTRAORDINARY ITEMS AND ACCOUNTING CHANGES
56 (570) Extraordinary items (net) - R ' 0 0 56
|57 i (590) Income taxes on extraordinsry ilems 0 [] 57
58 (391) Provisioa for defemd—_!uxes-F:m_ ordinary {tems 0 [} S8
59 TOTAL EXTRA_(_)RDINARY ITEMS (lines 56 through 58) 0 0 59
60 (592) Cumulative effect of changes in accounting pnnciples
{less applicable tax of $0) 1] 0 60
] ___Net income (loss] {Tines 55 + 39 + 60) 140,447 135084 | 6]
Reconciliation of net railway operating income (NROI)
62 Nct revenues from railwax' operations o 233431 231.361 62 |
63 5356) Income taxes on ordinary income {-) 50,322 42 509 63
64 5‘(5 57 Provision for_de-'femd“-_lx—incumc tanes (o) 31 53 41.553 64|
65 _Income from lease of road and equipment () °‘ 0| 6
66 Rent for leased roads and equipment_(+) 368 152 [
67 Net sailway operating income (loss) 151,957 147,451 67
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16 Road Inttials' UPRR Year. 2008
210 RESULTS OF OPERATIONS .
{Doliars in Thousands)
1 Disclose the requested information for respondent pertaining to resulls of operations for Cross-checks
the year.
Schedule 210 edyle 210
2 Report iotal operating expenses from Schedule 410 Any differences between this Line 15, col b = Line 62, col b
schedule and Schedule 410 must be explained on page 18. Lines 47, 48, 49 col b =Ulne63,col b
Line 50, coi b =Lline64,colb
3 List dividends from investments accounted for under the cost method on line 19, and list -
dividends accounted for under the equity method on ine 25. Schedule 410
Line 14, col b =Line 520, col h
4 Al contra entnes should be shown In parenthesis. Line 14, col d =Line 620G, col {
Line 14, cole = Lire 820, col g
Freight-related | Passenger-related
Line ] Cross Amount for Amount for revenue and revenue and | Line
No. {Check Item current year | preceding year expenses expenses No.
(8) (b) {c) {d) {e)
ORDINARY ITEMS
OPERATING INCOME
Rallway Operating Income
1 {101) Freight 17,118,316 15,485,792 17,118,318 1
2 (102) Passenger 82,487 73,219 824871 2
3 {103) Passenger-Related 981 623 981} 3
4 {104) Switching 146,522 141,805 146,522 4
5 (105) Water Transfers 5
6 {108) Demurrage 108,529 97,768 106,529 )
7 (110) Incidental 375,748 360,130 375,748 7
8 (121) Jomnt Facility-Credit 15,527 11,549 15,527 8
9 (122) Joint Facility-Debit ) 9
10 (501) Raslway operating revenues (Exclusive of transfers 10
from government authonties-lines 1-8) 17,846,110 16,170,886 17,762,642 83,468
11 (502) Railway operating revenues-transfers from government "
authonities . 28,734 78,167 88,734
12 (503) Railway operating ravenues-amortzatian of deforred 12
transfers from government authoribes
13 TOTAL RAILWAY OPERATING REVENUES (hnes 10-12) 17,934,844 16,249,053 17,762,642 172,202 ) 13
14 | * )(531) Railway operating expenses 14,075,010 13,083,608 13,805,607 169,403 | 14
15 . Net revenue from railway operations 3,858,834 3,165,445 3,857,035 27994 15
OTHER INCOME :
16 (506) Revenue from property used in other than carnier operations 31,429 19,339 , 16
17 {510) Miscellaneous rent income 82,536 70,802 o I IR
18 (512) Separately operated properties-Profit 18
19 (513) Dwvidend income (cost mathod) 100 5] -, ' 19
20 {514) Interest income 4,944 12841 - AR 20
21 (516) Income from sinking and other funds 2 . 21
22 (517) Release of premiums on funded debt 4,262 agor )i’ o Tz
23 (518) Reimbursements receved under contracts and agreements _: , . 23
24 {519) Miscellancous income 47,882 65,058 S 24
Income from affillated companies- 519 - e Yo .
25 a. Dividends (equity method) 16,160 as247 )0 o Lot 25
28 b. Equity in undisinbuted eamings (losses) 69,378 46,637 , 26
27 TOTAL OTHER INCOME (lines 16-28) 256,691 264516 - - - 27
28 TOTAL INCOME (lines 15, 27) 4,116,525 3,429,961 1 28
MISCELLANEOUS DEDUCTIONS FROM INCOME ' . :
29 (534) Expenses of property used in oiher than carrier operations 10,421 968458 ' 29
30 {544) Miscallanaous taxes 30
31 (545) Separately operated properties-Loss . ) : 31
32 (548) Maintenance of investment organization ' ’ 32
33 (550) Income transferred under contracts and agreements . , T3
34 (551) Miscellaneous income charges 81,737 87,908 o ' st 34
35 (553) Uncollectible accounts . . 35
6 TOTAL MISCELLANEOUS DEDUCTIONS 92,158 97 553 L . 38
7 Income available for fixed charges 4,024,367 3,332 408 37
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Road Initials: UPRR Year: 2008 .17

210. RESULTS OF OPERATIONS - (Concluded)
{Dollars In Thousands)

Line | Cross Amount for Amount for Line
No. | Check ltem current year preceding year No
(a) {b}) ©
FIXED CHARGES

(646) Interast on funded debt:
38 {a) Fixed interest not in default 108,367 108,144 ] 38
39 {b) Interest in default 39
40 (547) Interest on unfunded debt 304,240 333,602 § 40
41 (548) Amortization of discount on funded debt 2,051 1,763 § 41
42 TOTAL FIXED CHARGES (lines 38-41) 414,658 443,509 { 42
43 N Income after fixed charges (line 37 minus line 42) 3,608,709 2,868,890 1 43

OTHER DEDUCTIONS

(546) Interast on funded dabt

44 {c) Contingent irterest 7,578 7594 | 44
UNUSUAL OR INFREQUENT ITEMS

45 1(555) Unusual or infrequent items (deb't) credit 45
46 Income (Loss) from continuing cperations (before income taxas) 3,602,131 2,881,305 § 46

PROVISIONS FOR INCOME TAXES
{556) Income taxes on ordinary insome;

47 . {a) Federal ingome taxes 733,405 751,638 § 47
48 - (b) State incomse taxes 62,369 68,136 ] 48
49 . {c) Otherincome taxes {225,701) {25,681)§ 49
50 * §{557) Provisicn for deferred laxes 734,549 304,798 § 50
51 TOTAI. PROVISIONS FOR INCOME TAXES (lines 47-52) 1,304 622 1,088,891 | 51
52 Income from continuing operations (fine 46 minus fine 51) 2,297,509 1,782,414 § 52
DISCONTINUED OPERATIONS
53 (560) Income or loss fram operations of discontinued segments (less 53
applicable income taxes of $ )
54 (562) Gain or loss on disposal of discontnued segments (less 54
__applicable income taxes of $ )
55 Income before exiraordinary tems (Ines 52 - 54) 2,297,509 1,782,414 | 55
EXTRAORDINARY ITEMS AND ACCOUNTING CHANGES
56 (570) Extraordinary items (Net} 56
57 {5901 Income taxes on extraordinary items 57
58 (591) Provision for deferred taxes - Extraordinary ems . : 58
59 TOTAL EXTRAORDINARY ITEMS (lines 56-58) 59
60 (592) Cumulative efect of changes in accounting principles (less 60
applicable income taxes of $ )
61 . Net income {Loss) (Lines 55 + 59 + 60) 2,297,509 1,782,414 | 61
RECONCILIATION OF NET RAILWAY OPERATING INCOME (NRO1)
62 M Net revenuss from ra:lway operalions 3,859,834 3,165,445 § 62
63 * }(556) Income faxes on ordinary incoms (-) (570,073, (794,003)] 83
84 *  §(557) Provisten for defarred income taxes (-) (734,549) (304,798)] 64
85 Income from lease of road and equipment {-) 65
86 Rent for leased roads and equipment (+) 3,1 3,099 § 66
87 Net raiiway operating income (loss) 2,558,343 2,069,653 § 67

Note: Line 49 reflects unrecognized tax benefits expense due to the adoption of FASB Interpretation No. 48, Accounting for Uncertainty in Income Texes,
an Interprelation of FASB Statement No. 109 (FIN 48)
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BNSF Tax Rate for Texas for 2008

Corporate Activities Tax

Operating Revenue 18,132,372
Net Inc. Bef. Tax 3,737,473
Taxable Receipts 12,692,660
Tax Rate 1000%
State Taxes 126,927
Effective Tax Rate 3.396%
Notes

from R-1 Schedule 210 Liné 13
from R-1 Schedule 210 Line 46
70% of Operating Revenue

Texas Margins Tax on 70% of Gross Receipts
Tax Rate x Taxable Recipts

State Taxes divided by Taxable Eamings

Appendix D Page 1 of 7

This calculation assumes that the ratio of NIBT to Operating Revenue will be the same in every state 4



CNGT Tax Rate for Texas for 2008

Corporate Aclivities Tax

Operating Revenue 2,400,269
Net Inc. Bef. Tax 533,745
Taxable Receipts 1,680,188
Tax Rate 1.000%
State Taxes 16,802
Effective Tax Rate 3.148%
Notes

from R-1 Schedule 210 Line 13
from R-1 Schedule 210 Line 46
70% of Operating Revenue

Texas Margins Tax on 70% of Gross Receipts
Tax Rate x Taxable Recipts

State Taxes divided by Taxable Earnings

Appendix D Page 2 of 7

[y

This calculation assumes that the ratio of NIBT to Operating Revenue will be the same in every state.
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CSX Tax Rate for Texas for 2008

Corporate Activities Tax

Operating Revenue 10,219,153
Net Inc. Bef. Tax 2,148,190
Taxable Receipts 7,153,407
Tax Rate 1.000%
State Taxes 71,534
Effective Tax Rate 3.330%
Notes

from R-1 Schedule 210 Line 13
from R-1 Schedule 210 Line 46
70% of Operating Revenue

Texas Margins Tax on 70% of Gross Receipts
Tax Rate x Taxable Recipts

State Taxes divided by Taxable Eamings

This calculation assumes that the ratio of NIBT to Operating Revenue will be the same in every state.
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KCS Tax Rate for Texas for 2008

Corporate Activities Tax

Operating Revenue 1,029,503
Net Inc. Bef. Tax 177,055
Taxable Receipts 720,652
Tax Rate 1.000%
State Taxes 7,207
Effective Tax Rate 4.070%
Notes

from R-1 Schedule 210 Line 13
from R-1 Schedule 210 Line 46
70% of Operating Revenue

Texas Margins Tax on 70% of Gross Recsipts
Tax Rate x Taxable Recipts

State Taxes divided by Taxable Eamnings

This calculation assumes that the ratio of NIBT to Operating Revenue will be the same in every state.
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NS Tax Rate for Texas for 2008

Corporate Activities Tax

Operating Revenue 10,661,340
Net Inc Bef Tax 2,326,362
Taxable Receipts 7,462,938
Tax Rate 1.000%
State Taxes 74,629
Effective Tax Rate 3.208%
Notes

from R-1 Schedule 210 Line 13
from R-1 Schedule 210 Line 46
70% of Operating Revenue

Texas Margins Tax on 70% of Gross Receipts
Tax Rate x Taxable Recipts

State Taxes divided by Taxable Eamings

This calculation assumes that the ratio of NIBT to Operating Revenue will be the same in every state



Corporate Activities Tax
Operating Revenue

Net Inc. Bef. Tax

Taxable Receipts

Tax Rate
State Taxes

Effective Tax Rate

Notes

Appendix D Page 6 of 7

SO0 Tax Rate for Texas for 2008

865,125
222,289
605,588

1.000%
6,056

2.724%

from R-1 Schedulé 210 Line 13
from R-1 Schedule 210 Line 46
70% of Operating Revenue

Texas Margins Tax on 70% of Gross Receipts
Tax Rate x Taxable Recipts

State Taxes divided by Taxable Eamings

This calculation assumes that the ratio of NIBT to Operating Revenue will be the same in every state.
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UP Tax Rate for Texas for 2008

Corporate Activities Tax

Operating Revenue 17,934,844
Net Inc. Bef Tax 3,602,131
Taxable Receipts 12,554,391
Tax Rate 1.000%
State Taxes 125,544
Effective Tax Rate 3485%
Notes

from R-1 Schedule 210 Line 13
from R-1 Schedule 210 Line 46
70% of Operating Revenue

Texas Margins Tax on 70% of Gross Receipts
Tax Rate x Taxable Recipts

State Taxes divided by Taxable Earnings

This calculation assumes that the ratio of NIBT to Operating Revenue will be the same in every state



State

Alabama
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Dist. of Columbia
Florida
Georgia
Idaho
{llinois
Indiana
lowa
Kansas

Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah

Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming

Total U S.

BNSF Average State Tax Rate for 2008 Appendix E Page 1 of 7

Income
Miles Tax Pct Pct Miles x
BNSF Rate Miles Tax Rate

244  6.500% 0.76119%  0.04948%
595 6.968% 1.85618%  0.12934%
1,047 6.500% 326626% 021231%
2,130 8.840% 664483%  058740%
1399 4.630% 436437%  0.20207%
0 0.000% 000000% 0 00000%

0 '8700% 0.00000%  0.00000%

0 9975% 0.00000%  000000%

0 5.500% 000000%  0.00000%

0 6.000% 000000%  0.00000%

123  7.600% 0.38372%  0.02916%
1,552 7.300% 484168%  0.35344%
0 8500% 0.00000%  0.00000%
673 12 000% 209952%  0.25194%
1,708  7.100% 532834%  0.37831%

99  6.000% 0.30884%  001853% '

348 8.000% 1.08563%  0.08685%

0 . 0.000% 0.00000%  0.00000%

0 8.250% 000000% - 0 00000%

0 6500% 0.00000%  0.00000%

0 6.039% 0.00000% 0 00000%
1,686 9.800% 525971%  0.51545%
179  5000% 0.55842%  002792%
1,758  6.250% 548744%  0.34297%
1,927 6.750% 601154%  0.40578%
1,529 7810% 4.76993%  0.37253%
805 0.000% 251131%  0.00000%
0 0.000%* 000000%  0.00000%

0 0.000% 0.00000% 0 00000%
1,357 7600% 423335% 032173%
0 0.000% 0.00000%  0.00000%

0 6.900% 0.00000%  0.00000%
1,732 6.500% 540321%  0.35121%
0 1.700% 0.00000% 0 00000%
1412 6000% 440493%  026430%

386 6.600% 1.20418%  007948%

0 9.990% 0.00000%  0.00000%

0 0.000%* 000000%  ©0.00000%

0 5.000% 000000%  0.00000%
925 0.000% 2.88567%  0.00000%
144  6.500% 0.44923%  0.02920%
4941 3.396% * 1541413%  0.52347%
434 5000% 1.35392%  0.06770%
0 0.000% 0.00000%  0.00000%

0 6.000% 0.00000% 0 00000%
1,678 0000% §23475%  0.00000%
0 8.750% 0.00000%  0.00000%
273  7.900% 085166%  006728%
970  0.000% 302605%  0.00000%

32,055 100 00000% 5.6678%

*

*

There is no Class 1 railroad mileage in Alaska, Hawaii, Maine, New Hampshire, Rhode Island, and Vermont.
Mileages are from Annual Report Form R-1, Schedule 702, Column (g)

Tax rates are from the web site of the Tax Foundation, Washington, DC

AAR and railroads have reviewed Tax Foundation numbers and made corrections if necessary.

Rate for Texas is calculated, and may vary by railroad

No rounding until final number.



State

Alabama

Arizona
Arkansas
California
Colorado
Connecticut
Delaware

Dist. of Columbia
Florida
Georgia
Idaho
Hilinois
Indiana
lowa
Kansas

Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North garolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Caroalina
South Dakota
Tennessee
Texas

Utah

Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming

Total U S.

CNGT Average State Tax Rate for 2008

Miles
CNGT
4

QOO O0OO0O OO0 O =

OO0 00000 OO

iy -
P (4]
N OOOMO O

OO0 O0COO0

1,514
0

6,738

Income
Tax
Rate

6.500%
6.968%
6 500%
8.840%
4.630%
0.000%
8 700%
9 975%
5.500%
6.000%
7.600%
7.300%
8.500%
12 000%
7.100%

6.000%
8.000%
0.000%
8.250%
6 500%
6 039%
9.800%
5.000%
6.250%
6.750%
7.810%
0 000%
0 000%
0.000%
7 600%
0.000%
6 900%
6.500%
1.700%
6 000%

6 600%
9.990%
0 000%
5.000%
0 000%
6 500%
3.148%
5.000%
0.000%
6.000%
0.000%
8 750%
7 900%
0.000%

Pct
Miles

0.60849%
0 00000%
0.00000%
0.00000%
0.00000%

0 00000%
0 00000%
0.00000%
0 00000%
000000%
0 00000%
22 52894%
1.20214%

8.97893% -

0.00000%

1.58801%
3 90324%
0.00000%
0.00000%
0.00000%

15.07866%
6.45592%

12 62986%
0.00000%
0.00000%
0.00000%
0.00000%
0.00000%
0.00000%
0 00000%
0.00000%
0.00000%
0.00000%
0.10389%
0.00000%
0.00000%
2.30039%
0.00000%
000000%
0.00000%
2.15197%
0.00000%
0.00000%
0 00000%
0.00000%
0 00000%
0.00000%

22.46958%
0 00000%

100.00000%

Pct Miles x
Tax Rate

0.03955%
0.00000%
0 00000%
0.00000%
0 00000%

0.00000%
0.00000%
0.00000%
0.00000%
0.00000%

0.00000%
1.64461%
010218%
1.07747%
0.00000%

0.09528%
0.31226%
0.00000%
0.00000%
0.00000%
0.91053%
0 63268%
0.63149%
0.00000%
0.00000%
0.00000%
0.00000%
0 00000%
0 00000%
0.00000%
0 00000%
0.00000%
0.00000%
0.00177%
0.00000%
0.00000%
0.22981%
0.00000%
0.00000%
0.00000%
0.13988%
0 00000%
0.00000%
0.00000%
0 00000%
0 00000%
0 00000%
1.77510%
0 00000%

7.59260%

Appendix E Page 2 of 7

There is no Class | railroad mileage in Alaska, Hawaii, Maine, New Hampshire, Rhode Island, and Vermont.
Mileages are from Annual Report Form R-1, Schedule 702, Column (g)
Tax rates are from the web site of the Tax Foundation, Washington, DC

AAR and railroads have reviewed Tax Foundation numbers and made corrections if necessary.

Rate for Texas is calculated, and may vary by railroad.
No rounding until final number.



State

Alabama
Arizona
Arkansas
California
Colorado

Connecticut
Delaware

Dist of Columbia
Florida

Georgia

Idaho

lllinois

Indiana

lowa

Kansas

Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee

Texas

Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming

Total U.S

CSX Average State Tax Rate for 2008 Appendix E Page 3 of 7

Income
Miles Tax Pet Pct Miles x
CcsSX Rate Miles Tax Rate

1,014 6.500% 4.80751%  031249%
0 6.968% 0.00000%  0.00000%
0 6.500% 0.00000% 0 00000%
0 8840% 000000%  0.00000%
0 4630% 0.00000%  0.00000%

68  0.000% 0.32240%  0.00000%
44 8.700% 0.20861%  001815%
20 9975% 0.09482%  000946%
1651 5.500% 782761%  043052%
1,621 6.000% 768538%  0.46112%
0 7600% 0.00000% 0 00000%
918 7 300% 4.35236%  031772%
1,723 8 500% 8.16897%  0.69436%
0 12.000% 0.00000% 0 00000%

0 7.100% 0.00000%  0.00000%

1644 6.000% 779442%  046767%
43  8.000% 020387%  0.01631%

0 0.000% 0.00000% 0 00000%
560 8.250% 265504% +021904%
430 6.500% 2.03869% 013251%

569 6.039% 269771% 0 16290%
0 9.800% 000000%  0.00000%
94  5.000% 0.44567%  0.02228%
13 6.250% 006163%  0.00385%
0 6.750% 000000%  0.00000%
0 7.810% 000000%  0.00000%
0 0000% 0.00000% 0 00000%
0 0000% * 0.00000%  0.00000%
8
0

0.000% 3.07225% 0 00000%
7 600% 0.00000%  0.00000%
1,290  0.000% 6.11606%  0.00000%
1,125 6.900% 5.33378%  036803%

0 6.500% 0.00000% 0 00000%
1914 1700% 9.07453%  0.15427%
0 ° 6000% 0.00000%  000000%

0 6.600% 0.00000%  000000%
1062 9990% 5.03508%  0.50300%
0 0000%* 0.00000% 0 00000%
1,286  5.000% 6.09710%  0.30485%
0 0.000% 0.00000%  0.00000%
1,012 6 500% 4.79803%  0.31187%
0 3.330%* 0.00000%  0.00000%
0 5.000% 000000%  0.00000%
0 0.000% 0.00000% 0 00000% :
1,047  6.000% 496397%  029784%
0 0.000% 000000%  0.00000%
1,296 8.750% 614451%  053764%
0 7.900% 0.00000%  0.00000%
0 0000% 0.00000% 0 00000%

21,092 100.00000%  5.74590%

There is no Class | railroad mileage in Alaska, Hawaii, Maine, New Hampshire, Rhode Island, and Vermont
Mileages are from Annual Report Form R-1, Schedule 702, Column (g).

Tax rates are from the web site of the Tax Foundation, Washington, DC

AAR and railroads have reviewed Tax Foundation numbers and made corrections if necessary.

Rate for Texas is calculated, and may vary by railroad.

No rounding until final number.



State

Alabama
Arizona
Arkansas
California
Colorado

Connecticut
Delaware

Dist. of Columbia
Florida

Georgia

Idaho

lllinois

Indiana

lowa

Kansas

Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah

Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming

Total U S.

KCS Average State Tax Rate for 2008

Miles
KCS

-
[+2]
MOONODOODOOO OONOO

-
o]

-

W N 2]

0O0O0O0 000 MOOOODO 20000

2

Income

Tax
Rate

6.500%
6 968%
6.500%
8.840%
4.630%

0 000%
8.700%
9.975%
5.500%
6.000%
7 600%
7.300%
8.500%
12.000%
7 100%

6.000%
8 000%
0.000%
8.250%
6.500%
6 039%
9 800%
5 000%
6 250%
6 750%
7.810%
0.000%
0.000%
0.000%
7 600%
0 000%
6 900%
6 500%
1.700%
6.000%
6.600%
9.990%
0.000%
5.000%
0.000%

6.500%

4.070%
5.000%
0.000%
6.000%
0.000%
8.750%
7.900%
0.000%

Pct
Miles
0.00000%
0 00000%
5.11848%
0.00000%
0.00000%
0.00000%
0.00000%
0.00000%
0 00000%
0 00000%
0.00000%
5 75039%
0.00000%
0.00000%
'0.56872%
0.00000%
23.28594%
0.00000%
0 00000%

0.00000%

0.00000%
0.00000%
19.14692%
12.51185%
0.00000%
0 00000%
0.00000%
0 00000%
0.00000%
0.00000%
0.00000%
0.00000%
0.00000%
0.00000%
* 4,77093%

0.00000%
0.00000%

*  0.00000%
0 00000%

0 00000%
0.15798%

*  28.68878%
0.00000%

*  000000%
0.00000%
0.00000%

0 00000%

0 00000%

~ 0.00000%

100 00000%

Pct Miles x
Tax Rate

0.00000%
0.00000%
0.33270%
0.00000%
0.00000%

0.00000%
0 00000%
0 00000%
0.00000%
0.00000%
0 00000%
041978%
0 00000%
0.00000%
0.04038%
0.00000%
1.86288%
0 00000%
0.00000%
0 00000%

0.00000%
0.00000%
0.95735%
0.78199%
0.00000%

0.00000%
0.00000%
0 00000%
0.00000%
0.00000%
0 00000%
0.00000%
0 00000%
0 00000%
0 28626%
0.00000%
0.00000%
0.00000%
0 00000%
0.00000%
0.01027%
1.16770%
0.00000%
0 00000%
0.00000%
0.00000%
0 00000%
0.00000%
0.00000%

5.85929%

Appendix E Page 4 of 7

There is no Class | railroad mileage in Alaska, Hawaii, Maine, New Hampshire, Rhode island, and Vermont.
Mileages are from Annual Report Form R-1, Schedule 702, Column (g).
Tax rates are from the web site of the Tax Foundation, Washington, DC

AAR and railroads have reviewed Tax Foundation numbers and made corrections if necessary.

Rate for Texas is calculated, and may vary by railroad.
No rounding until final number.



NS Average State Tax Rate for 2008 Appendix E Page 5 of 7

Income _
Miles Tax Pct Pct Miles x ,
State NS Rate Miles ' Tax Rate
Alabama 1372 6500% 668290%  0.43439%
Arizona 0 6.968% 0.00000% 0 00000%
Arkansas 0 6.500% 000000%  0.00000%
California 0 8.840% 0.00000%  0.00000%
Colorado 0 4630% 0.00000% 0 00000%
Connecticut 0 0000% 000000%  0.00000%
Delaware 203 8.700% 0.98880%  0.08603%
Dist. of Columbia 13  9.975% 0.06332%  0.00632%
Florida 149 5.500% 0.72577%  0.03992%
Georgia 1,778 6.000% 8.66050%  0.51963%
Idaho 0 7600% 0.00000% 0 00000%
lllinois 1,260 7.300% 6.13736%  0.44803%
Indiana 1,627 8.500% 7A43790%  0.63222%
lowa 44 12 000% 021432%  0.02572%
Kansas 2 7.100% 000974% 0 00069%
Kentucky 431 6 000% 2.09937%  0.12596%
Louisiana 81 8000% 0.39454%  003156%
Maine 0 0000%* 0.00000%  0.00000%
Maryland 269 8.250% 1.31028%  0.10810%
Massachusetts 0 6.500% 0.00000%  0.00000%
Michigan 642 6.039% 3.12713% 0.18883%
Minnesota 0 9.800% 000000%  0.00000%
Mississippi 211 5.000% 102776%  0.05139%
Missouri 409 6.250% 199221% 012451%
Montana 0 6750% 0.00000%  0.00000%
Nebraska 0 7.810% 000000%  0.00000%
Nevada 0 0000% 000000%  0.00000%
New Hampshire 0 0.000%* 0.00000% 0 00000%
New Jersey 933 0.000% 4.54457% 0 00000%
New Mexico 0 7600% 0.00000% 0 00000%
New York 791 0000% 385290% 0 00000%
North Carolina . 1,299 6.900% 632733%  0.43659%
North Dakota 0 6500% 000000%  0.00000%
Ohio 2233 1.700% 10.87677% 0.18491%
Oklahoma 0 6.000% 0.00000%  0.00000%
Oregon 0 6.600% 000000%  0.00000%
Pennsylvania 2,339 9.990% 11.39308%  1.13817%
Rhode Island 0 0.000%* 0.00000% 0.00000%
South Carolina 783 5000% 3.81393%  0.19070%
South Dakota 0 0.000% 0.00000% 0 00000%
Tennessee 848 6.500% 4.13054% 0 26849%
Texas 0 3.208%* 0.00000%  0.00000%
Utah 0 5.000% 0.00000%  0.00000%
Vermont 0 0.000%* 0.00000% 0 00000%
Virginia 2,080 6000% 10.13151% 0 60789%
Washington 0 0000% 000000%  0.00000%
West Virginia 833 8750% 4.05748%  035503%
Wisconsin 0 7900% 0.00000% 0 00000%
Wyoming 0 0.000% 0.00000% 0 00000%
Total U.S. 20,530 100.00000%  6.00505%

There is no Class | railroad mileage in Alaska, Hawaii, Maine, New Hampshire, Rhode Island, and Vermont.
Mileages are from Annual Report Form R-1, Schedule 702, Column (g).

Tax rates are from the web site of the Tax Foundation, Washington, DC

AAR and railroads have reviewed Tax Foundation numbers and made corrections if necessary.

Rate for Texas is calculated, and may vary by railroad.

No rounding until final number.



SO0 Average State Tax Rate for 2008 Appendix E Page 6 of 7

Income
Miles Tax Pct Pct Miles x
State SO0 Rate Miles Tax Rate
Alabama 0 6.500% 0.00000%  0.00000%
Arizona 0 6.968% 0.00000%  0.00000%
Arkansas 0 6500% 0.00000% 0 00000%
California 0 8.840% 000000%  0.00000%
Colorado 0 4.630% 000000%  0.00000%
Connecticut 0 0.000% 0.00000%  0.00000%
Delaware 0 8700% 0.00000%  0.00000%
Dist. of Columbia 0 9.975% 0.00000%  0.00000%
Florida 0 5500% 0.00000%  0.00000%
Georgia 0 6.000% 0.00000% 0 00000%
Idaho 0 7.600% 0.00000%  0.00000%
inois 363 7.300% 11.11111% 081111%
Indiana 197 8 500% 6.03000%  0.51255%
lowa - 0 12000% 0.00000%  0.00000%
Kansas 0 7.100% - 0.00000%  0.00000%
Kentucky 0 6.000% 0.00000%  0.00000%
Louisiana 0 8000% 0.00000%  0.00000%
Maine 0 0.000%* 0.00000%  0.00000%
Maryland 0 8.250% 0.00000% 0.00000%
Massachusetts 0 6.500% 0.00000%  0.00000%
Michigan 342 6039% 10.46832% 063213%
Minnesota 1,240 9.800% 3795531%  3.71962%
Mississippi 0 5.000% 0.00000% 0 00000%
Missouri 0 6.250% 0.00000% 0 00000%
Montana 0 6750% 0.00000%  0.00000%
Nebraska 0 7.810% 0.00000%  0.00000%
Nevada 0 0.000% 0.00000%  0.00000% N
New Hampshire 0 0.000%* 000000%  0.00000%
New Jersey 0 0.000% 0.00000% 0 00000%
New Mexico 0 7.600% 0.00000%  0.00000%
New York 0 0000% 000000% " 0.00000%
North Carolina 0 6900% 000000%  0.00000%
North Dakota 482 10.000% 14.75360% 1.47536%
Ohio 30 1.700% 091827% 001561%
Oklahoma 0 6.000% 0.00000%  0.00000%
Oregon 0 6.600% 0.00000%  0.00000%
Pennsylvania 0 9.990% 0.00000%  0.00000%
Rhode Island 0 0.000% * 0.00000% 0.00000%
South Carolina 0 5000% 0.00000% 0 00000%
South Dakota 6 0000% 0.18365%  0.00000%
Tennessee 0 6.500% 0.00000%  0.00000%
Texas 0 2724%* 0.00000%  0.00000%
Utah 0 5.000% 000000%  0.00000%
Vermont 0 0000%* 000000%  0.00000%
Virginia 0 6000% 000000%  0.00000%
Washington 0 0000% 0.00000%  000000% :
West Virginia 0 8.750% 000000% 0 00000%
Wisconsin 607 7.900% 18.57974%  146780%
Wyoming 0 0.000% 000000%  0.00000%
Total U S. 3,267 100.00000%  8.63418%

There is no Class | railroad mileage in Alaska, Hawaii, Maine, New Hampshire, Rhode Island, and Vermont.
Mileages are from Annual Report Form R-1, Schedule 702, Column (g).

Tax rates are from the web site of the Tax Foundation, Washington, DC

AAR and railroads have reviewed Tax Foundation numbers and made corrections if necessary.

Rate for Texas is calculated, and may vary by railroad.

No rounding until final number.



UP Average State Tax Rate for 2008 Appendix E Page 7 of 7

Income
Miles Tax Pct Pct Miles x
State upP Rate Miles Tax Rate
Alabama 0 6500% 0.00000% 0 00000%
Arizona 642 6968% 2.00550%  013974%
Arkansas 1,331 6500% 4.15782%  027026%
California 3302 8.840% 1031488% 091184%
Colorado 1,522 4.630% 4.75447%  0.22013%
Connecticut 0 0.000% 000000%  0.00000%
Delaware 0 8700% 0.00000% 0 00000%
Dist of Columbia 0 9975% 0.00000%  0.00000%
Florida 0 5.500% 000000%  0.00000%
Georgia 0 6000% 000000%  0.00000%
Idaho 849 7.600% .265213%  0.20156%
iltinois 2,204 7.300% 688492%  0.50260%
Indiana 4 8500% 0.01250% 0 00106%
lowa 1,435 12000% 4.48269%  053792%
Kansas 2,206 7.100% 6.89117%  0.48927%
Kentucky 12 6.000% 0.03749%  0.00225%
Louisiana 1,138 8.000% 3.55492%  028439%
Maine 0 0.000%* 000000%  0.00000%
Maryland 0 8250% 000000%  0.00000%
Massachusetts 0 6.500% 000000%  0.00000%
Michigan 0 6039% 0.00000% 0 00000%
Minnesota 659 9.800% 2.05860%  0.20174%
Mississippi 0 5000% 0.00000% ° 0.00000%
Missouri 1,527 6.250% 4.77009%  0.29813%
Montana 125 6.750% 0.39048%  002636%
Nebraska 1,068 7.810% 3.33625%  0.26056%
Nevada 1,192 0.000% 3.72360%  0.00000%
New Hampshire 0 0.000% * 0.00000%  0.00000%
New Jersey 0 0.000% 000000%  0.00000%
New Mexico 618 7600% 1.93053% 014672%
New York 0 0000% 000000%  0.00000%
North Carolina 0 6.900% 0.00000% 0 00000%
North Dakota 0 6.500% 000000%  0.00000%
Ohio 0 1.700% 0.00000% 0 00000%
Oklahoma 1175 6000% 3.67050%  0.22023%
Oregon 1,054 6.600% 329252% 0.21731%
Pennsylvania 0 9.990% 000000% 0 00000%
Rhode island 0 0.000%* 0.00000%  0.00000%
South Carolina 0 5.000% 0.00000%  0.00000%
South Dakota 0 0000% \ 0.00000%  0.00000%
Tennessee 14 6 500% 0.04373% 0 00284% '
Texas 6,331 3.485% * 19.77696% 0 68928%
Utah 1,261  5.000% 3.93915%  0.19696%
Vermont 0 0000%* 0.00000%6 000000%
Virginia 0 6000% 0.00000% 0 00000%
Washington 532 0.000% 1.66188%  0.00000%
West Virginia 0 8.750% 0 00000% 0 00000%
Wisconsin 932 7.900% 2.91141%  0.23000%
Wyoming 879 0.000% 274585% 0 00000%
Total U S. 32,012 100.00000%  6.05116%

There is no Class | railroad mileage in Alaska, Hawaii, Maine, New Hampshire, Rhode Island, and Vermont
Mileages are from Annual Report Form R-1, Schedule 702, Column (g).

Tax rates are from the web site of the Tax Foundation, Washington, DC

AAR and railroads have reviewed Tax Foundation numbers and made corrections if necessary

Rate for Texas is calculated, and may vary by railroad.

No rounding until final number
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WORK PAPERS FOR EX PARTE NO. 646 (Sub-No. 2) .
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KS - Tax form with Line 21 Normal Tax rate and Line 22 Surtax rate.
MA -Tax instructions for Utility Tax rate instead of the Corporate rate.
MD -Tax instructions page with tax rate for 2008.
MI - Michigan Business Tax rate and surcharge.
ND — North Dakota Water’s Edge Election surcharge.
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2008 NS Calculation for EP 646-1 Page 1 of 1

Crimmel, Clyde

From: Cox, Mike F. (Taxation) [mike.cox@nscorp.com]
Sent:  Monday, October 19, 2009 3:29 PM

To: Crimmel, Clyde

Subject: RE: 2008 NS Calculation for EP 646-1

Clyde — | have the following comments:

(1) NY and NJ remain states where NS does not report income taxes but reports other types of taxes that are in operating
expenses;

(2) Kansas should be 7.1%;

(3) OHis 1.7%; and

(4) Michigan should be 6.038505% (4.95% plus a 21.99% surcharge)

From: Crimmel, Clyde [mailto:CCrimmel@aar.org]

Sent: Monday, October 05, 2009 11:29 AM

To: Cox, Mike F. (Taxation)

Subject: 2008 NS Calculation for EP 646-1 -

Mike,

Here is our NS calculation so far.
<<Appendix E NS page.pdf>>

A. Clyde Crimmel, Jr.

Director - Statistical Information
Association of American Railroads

10/19/2009


mailto:mike.cox@nscorp.com
mailto:CCrimmel@aar.org

ExParte 646 Weighted Avg State Inc Tax Rate for 2008 : Page 1 of 2

Crimmel, Clyde

From: Paul Guthrie [Paul_Guthrie@cpr.ca]

Sent: Wednesday, October 07, 2009 1:57 PM

To: Crimmel, Clyde

Cc: jbrimsek@brimseklaw.com

Subject: FW: ExParte 846 Weighted Avg State Inc Tax Rate for 2008

Clyde. We concur with the data in the attachments for the tax rates is cormrect except that Soo Line's North Dakota tax rate is 10%
instead of 6.5% due to the surtax on our waters edgse election. Narth Dakota is a unitary state which includes all companies of the
consolidated parent company in the computation. So that we do not need to include the CP worldwide incom e in the North
Dakota income tax computation we make this waters edge election. For U.S. companies with no foreign active companies they do
not need to make this election and their rate would be 6.5%.

regards Paul

From: Crimmel, Clyde [mailto:CCrimmel@aar.org]

Sent: Monday, October 05, 2009 10:03 AM

To: Paul Guthrie

Subject: ExParte 646 Weighted Avg State Inc Tax Rate for 2008

Paul,

The Surface Transportation Board has asked the AAR to calculate state tax income rates for
2008. If you will recall from our work last February on rates for earlier years, some states have a
franchise tax that railroads report as an excise (or excise-like) tax in operating expenses instead
of state income taxes -- those are zeroed for our purpose. | have attached the recent STB
diractive, my preliminary state income tax rate list (for this purpose), and a preliminary Soo Line
calculation assuming that | have correct tax rates. Similar to what was done last February,
please have someone review my tax rates list (at least the SOO portion), and let me know if any
changes should be made. Of particular concern are OH and M.

Sorry for the short notice, but we have to file on October 23, and we will need some time to
circulate a near-final draft among the railroads. | have completed a first-draft and Appendices
that have been forwarded to the AAR legal tsam's Ken Kolsen. If you could respond sometime
this week, it would be very helpful. If necessary, we can work with a response next week. We
may use any railroad responses as part of our workpapers submitted to the Board.

Is there someone in accounting that | should be working with?

<<EP 646-2 2009 09 22 pdf>> <<State Tax Rates 2008.pdf>> <<Appendix E CP-Soo
page.pdf>>

A. Clyde Crimmeal, Jr.

Director - Statistical Information

Assaociation of American Railroads

425 3rd Street SW, Suite 1000

Washington, DC 20024

202.639.2309 (direct line)

ccrimmel@aar.org

IMPORTANT NOTICE - AVIS IMPORTANT
Computer viruses can be transmitted via email. Recipient should check this email and any attachments for the presence of viruses. Sender and sender
company accept no hability for any damage caused by any virus transmitted by this email.

This email transmission and any accompanying attachments contain confidential information intended only for the use of the individual or entity named
above. Any dissemination, distribution, copying or action taken in reliance on the contents of this email by anyone other than the intended redpient is
strictly prohibited. If you have received this emall in error please immediately delete it and noufy sender at the above emall address.

10/7/2009
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Arizona Corporation Income Tax Return 2008

120 :
[For the calendar year 2008 or fiscal year beginning AMID.DLY,Y, .Y and ending BAMDDIY.Y, Y, Y], I
CHECK ONE:
Maif to: Arizona Department of Revenue, PO Box 28079, Phoenix AZ 85038-8079 Calendar year [] Fiscalyear [}
Business telephone number Name Employer idenfification number (EIN)
Ploase
Type | Mumber andstrestor PO Box
Business activity code number | o AZ transaction privilage tax number
{from federal Form 1120) Print City, or town, stats, and ZIP code
E Checkboxi: [ Thisisafirstreturn [ Namechange [ Address changs CHECK BOX F: wr []
A ISFEDERAL retum fied on a consolidated basis? [ Yes I No Return fed undar extansion.
If yes, list EIN of common parent from consolidated retum: REVENUE USE ONLY. DONOT MARK IN THIS AREA.

B  ARIZONA filing method: (check only one} See instructions, pages 1-2.
1 [J Separatecompany 2 L] Combined (unitary group) 3 [J Consolidated
C IfARIZONA filing method is combined or consolidated, see Form 51 instructions.
Are there any additions or deletionsonForm51? [ ves [l No
D  ARIZONA apportionment: (check only one) Multistate corporations only.
[0 ARCamier  [] STANDARD SalesFactor ] ENHANCED Sales Factor
E Isthisthe corporation's final ARIZONAretum? [l Yes [ No
ifyes,checkone: L] Dissoived  [J Withdrawn ] Merged/Reorganized
List EIN of the successor corporation, If any: @_

Taxable income - per attached federal retum
Additions to taxable income - from page 2, Schedule A, ine A11
Total taxable income - add lines 1 and 2
Subfractions from taxable income - from page 2, Schedule B, line B12
Adjusted income - subtract line 4 from line 3 WHOLLY ARIZONA CORPORATIONS GO TO LINE 13
Arizona adjusted income - from line 5. MULTISTATE CORPORATIONS ONLY.
Nonapportionable or allocable amounts - frem page 3, Schedule D, fine D8. Multistate cOrpOrations Ol ..............esceess
Adjusted business income - sublract line 7 from line 6. Multistats corporations only
Arizona apportionment ratio - from Schedule C or SCheUIO ACA ...........o.cevecerevnersisen
10 Adjusted business income apportioned to Arizona - fine 8 muttiplied by line 9. Mmmtecorpotaﬂonsonly
11 Other income allocated fo Arizona - from page 3, Schedule E, ine E7. Multistate corporations only
12 Adjusted income attributable to Arizona - add lines 10 and 11. Multistate corporations only
13 Arizona income before NOL - from fine 5 or line 12
14 Arizona basis net operating loss carryover - alfach computstion schedule

18 Asizona taxable income - sublract line 14 from line 13

16 Enter tax. Tax is 6.368 percent of line 15 or fifty dollars ($50), whichever is greater

17 Tax from recapture of tax credits - from Fom 300, Part I, fine 22
18 Subtotal - add lines 16 and 17
19 Clean Elections Fund Tax Reduction. Check this box lo send $5 fo the fund and reduce the tax (line 18) by $5.

D0 ~NPODWLON-a

283333339 R33333338

Enter the amount of the tax reduction. a8 [ 18 00
20 Nonrefundable tax credits - from Arizona Form 300, Part fl, iine 43 znl 00|
21 Credittype - enfer form number for each nonrefundable credt claimed. [20]L3L 1 J 131 | |13l 1 (3l | |
22 Tax liability - subtract the sum of lines 19 and 20 from ine 18 2 [00 ]
23 Clean Blsctions Fund Tax Credit. SEE INSTRUCTIONS BEFORE COMPLETING THIS LINE. 23 00 |
24 Tax liabiity after Clean Elections Fund tax credit - sublract line 23 from fin@ 22.............cco.. M
25 Extension payment made with Form 120EXT - see instructions l 00,

26 Estimated tax payments - see instrictions 26 00

27 Total payments - see instructions 77| 00
28 Balance of tax due - ifine 24 Is larger than line 27, enter balance of tax dus. Skip line 29, 28 00 |
29 Overpayment of tax - If fine 27 is larger than fine 24, enter overpayment of tax 28 _g;‘
30 Penally and interest 00|
31 Estimated tax underpayment penally. if Form 220 is attached, check box. A ] {31 00
32 Donation to Citizens Clean Elections Fund - see instructions : ’ 32 0
33 TOTAL DUE - see instructions Payment must accompany retum - | 33 | 00
34 OVERPAYMENT - 500 instructions 00
385 Amount of line 34 o be applied to 2009 esiimated tax [ Joo

36_Amount to be refunded - subtract fine 35 from line 34 ; i | 381 [o0]

ADOR 91-0024 (08)



the average percent from Form K-120AS, Part V|, line E or
K-121, Partll, line 5. NOTE: Round percentage to the fourth
decimal point only. If your business Is wholly within
Kansas enter 100.0000.

LINE 15—AMOUNT TO KANSAS
Multiply line 13 by line 14 and enter the result on line 15.

LINE 16—NONBUSINESS INCOME - KANSAS

Enter the total amount of nonbusiness net income directly
allocated to Kansas. Enclose a schedule to support the
amount shown.

‘n 3 Ae »"'w.n...-‘c e a

ETINCOME -+

LINE 177—KANSAS NET INCOME BEFORE NOL
DEDUCTION

Add lines 15 and 16 and enter the result on line 17.

LINE 18—KANSAS NET OPERATING LOSS DEDUCTION
Enter on line 18 the amount of any Kansas net operating
loss carry forward to which you are entitled. This amount

cannot exceed the amount on line 17. Submit a separate
schedule to support the amount shown and any remaining
carry over available.

LINE 19—COMBINED REPORT ORALTERNATIVE/
SEPARATE ACCOUNTING INCOME

If you are filing a combined report (Schedule K-121) or are
authorized to file using the altemnative or separate accounting
method, enter on line 19 the Kansas taxable income from:

¢ line 19 of Schedule K-121; OR,

¢ aseparate schedule prepared by you
(Separate/Altemative Method of Reponing)

o TAXABLEINGOME 3+ <55 i s

LINE 20—KANSAS TAXABLE INCOME

Subtractline 18 fromline 17 or enter the amount from line
19, whichever is applicable. If the result is a negative figure,
enter zero.

If ﬂling Form K-121, skip lines 21 and 22 and
proceed to line 23.

LINE 21—NORMAL TAX

Multiply the amount shown on line 20 by 4% and enter the
resulton line 21.
LINE 22—SURTAX

Multiply the amount shown on line 20 in excess of $50,000
by 3.1% and enter the result on line 22,
LINE 23—TOTAL TAX

Add lines 21 and 22. Enter the result on line 23. If Schedule
K-121 was used to determine income, enter the tax computed
on Schedule K-121, line 22.

LINE 24—TOTAL NONREFUNDABLE CREDITS

Enter the total nonrefundable credits from line 28, Part|,

of the Nonrefundable Credits section. This amount cannot
exceed the amount on line 23 of K-120.

LINE 25—BALANCE

Subtract line 24 from line 23 and enter result on line 25.
This amount cannot be less than zero.

LINE 26—ESTIMATED TAX PAID AND AMOUNT
CREDITED FORWARD

Enter the total of all 2008 estimated tax payments you
made plus any 2007 overpayment you had credited forward
to 2008.

LINE 27—OTHER TAX PAYMENTS

Enter the amount paid with your extension of time to file
and any withholding amounts reported on Form K-19. Enclose
Form(s) K-19.

LINE 26—AMOUNT PAID WITH KANSAS EXTENSION

Enter the amount paid with your request for an extension of
time to file.

LINE 29—BUSINESS MACHINERY & EQUIPMENT
PROPERTY TAX CREDIT

If you have a business machinery and equipment property
tax credit from Schedule K-84, enter the amount of your credit
on line 29. Enclose a copy of your completed Schedule K-64
(page 25) with Form K-120.

LINE 30—TOTAL OF ALL OTHER REFUNDABLE
CREDITS

Enter the total of all other refundable credits from line 39,
Part |, of the Refundable Credits section. Dg not include the
Business Machinery and Equipment Property Tax Credit (from
Schedule K-64) here.

LINE 31—PAYMENT REMITTED ON ORIGINAL RETURN

Use this line if you are filing an amended Corporate Income
Tax return for the 2008 tax year. Enter the amount of money
you remitted to the Kansas Department of Revenue with your
original 2008 retumn or any payment remitted with a previously
filed 2008 amended return, including penalty and interest.

LINE 32—OVERPAYMENT FROM ORIGINAL RETURN

Use this line ONLY if you are filing an amended income
tax return for the 2008 tax year. Enter the amount of
overpayment shown on your original retum. Since you were
refunded the overpayment or it was credited forward, the
amount is a subtraction entry.

LINE 33—TOTAL PREPAID CREDITS

Add lines 26 through 31 and subtract line 32. Enter the
result on Ilne 33.
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LINE 34—BALANCE DUE

Ifline 25 is greater than line 33, subtract line 33 from line
25 and enter the result on line 34.

Late Charges

if the amount on line 34 is not paid by the due date orifa
balance due return is filed after the due date, penalty and
interest are added according to the rules outlined in lines 35
and 36.

Extension of Time to Flle Your Return: Interest is due
on any delinquent tax balance, even if you have been granted

Page 11
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Form P.S.1 Instructions

Whe Must File a Public Service Corporation
Franchise Tax Retum?

All utility corporations subject to Massachusetts General Laws (MGL)
Ch. 83, sec. 52A, and which do any or all of their business in Mass-
achuselts must complete and file Massachuselts Form P.S.1. Utillty
corporations are as follows:

« Every incorporated elactric company and gas company subject to
MGL Ch. 164;

« Every incorporated water company and aqueduct company subject
to MGL Ch. 186S;

« Every incorporatad telephone and telegraph company subject to
MGL Ch. 166;

» Every incorporated raliroad and rallway company subject to MGL Ch.
160 and every corporation qualified under sakl MGL Ch. 160, sec.
131A to acquire, own and operale terminal facflities from steam, elac-
tric or ather types of railroad;

» Every Incorporated street rallway subject to MGL. Ch. 161;

» Every Incorporated eleciri: railroad subject to MGL Ch. 162;

» Every Incomporated trackiess trollsy company subject to MGL Ch. 163;
» Every domestic or foreign pipaline corporation engaged In the trans-
pontation or sale of natural gas within the Commonwealth; or

« Evary foreign corporation which is not subjact to the abave chapters,
but which does an electic, gas, water, aqueduct, telephone, tele-
graph, railroad, raiway, eiectric ralkoad, trackiess trofley or bus busi-
neas within the Commonwealth and has, pror to January 1, 1852,
been subject to taxation under MGL Ch. 63, secs. 53—80.

When Must Form P.S.1 Be Flled?

Form P.S.1 must ba filad on or bafore the 15th day of the 3rd month
after the closa of the utflity corporation’s taxable year. A late retum in-
curs a penalty of 1% per month (or fraction theraaf), up to a maximum
of 25% of the tax due. The penalty for iate payment of the tax Is %%
per month (or fraction thereof) of the balance due, up o a maximum
of 25%.

Can a Corporation Get an Extension of Time to Flle?
Yes. Utility corparations may request a six-month extension of time to
file Form P.S.1 by submitting Massachusetls Fonm 355-7004 Misc.
on or before the original due date of the retum. At or befora the time
of filing Form 355-7004 Misc., the utility corporation must pay in full
the estimated tax due. Fallure to pay at least 50% of the total tax due
as shown on your retum will result in the volding of the extension and
the imposition of a late filing penalty.

What Is a Valid Return?

A valid retum Is a retum upon which all required amounts have been
entered in all appropriate lines on all forms. Data sheets, account forms
or other schedules may be enclased to explaln amounts entered on
the forms. However, referencing items to enclasures in lisu of properly
entering all amounts onto the retum is not sufficlent.

A property filed retumn must also Include exact and complete coples
of all four pages of the corporation’s U.S. Form 1120 or 1120A.
Copies of all accompanying schedules and supplemental statements
must be enclosed.

Reproduction of returns must be approved by the DOR prior to filing
and meet the criteria provided in Technical Information Relsase 95-8.
Please address form approvals to The Banking and Insurance Unit,
PO Box 7052, Boston, MA 02204,

Failure to meet any of the requirements detailed in this section may
result in a penalty for filing an insufficlent retum. Such penalties may
be assessed at double the amount of the tax due.

When Must a Corporation Pay Estimated Taxes?

Any utility corporation which reasanably estimates its franchise tax to

be more than $1,000 must pay estimated taxes. Payments must be -
made in quarterly instaliments of 40%, 25%, 25% and 10% of the es-

timated annual tax liabllity.

Note: New comorafions In their fist full taxable year with less than
10 employees have difierent estimated payment psn:enlages — 30%, :
25%, 25% and 20% respectively.

Public Utility companies that underpay, or fail to pay, their estimated
taxes may incur an additional penalty on the amount of the under-
payment for the period of the underpayment. Form M-2220, Under-
payment of Massachusetts Estimated Tax by Corporations, Is used to
compute the additional charge.

Any corporation having $1 million or more of federal taxable income
In any of its thres preceding texable years (as defined in section
6855 (g) of the IAC) may only use its prior year's tax llability to calcu-
late its first quarterly estimated tax payment. Any reduction in the first
Installment payment that results from using this method must ba
addad to the second installment payment.

How Is the Comporation Franchise Tax Determined?
The tax for utility corporations is 6%% of net income, For tax pur-‘e
poses, net Income is grass income from all sources, without exclusion,

other than dividends from investment in 80% or more of the voting
stock of another utility corporation, less deductions allowed by the iIn-
ternal Revenue Code in effect far the taxable year. Deductions are

not aliowed for dividands received, losses sustained in other taxable
years, and income, franchise and capital stock taxes. Any credits al-
lowad under the Intemal Revenue Code for the laxable year are not
allowed In Massachusetis.

Are Combined Retums Allowed?
No. Public service corporations are not allowed to participate in the
filing of combined retums.

Line Instructions

If your retum is not for the calendar year, enter at the lop of the form
the dates of your taxahle year. i the return covers less than a full fis-
cal year, the taxable year is the twelve month period ending with the
close of the period covered by the retum.

Should the Whole Dollar Method be Used?
Yes. All amounts entered on Form P.S.1 must be rounded off to the
nearest dollar,

Registration Information

¥ your corporation has undergone a federal audit for some prior year,
you must report any changes to Massachusetts on Form CA-6. You
must report any federal audit changes within three months after the
final determination of the correct taxable income by the IRS. Other-
wise, you will be subject io a penalty. If the federal change results in
less tax due to Massachusetts than was assessed or paid, you may
apply for abatement under the federal change rules within ona year of
the final federal determination. Answering “yes” to this question doas
nol relleve the utility corporation from this filing obligation.

If the utility corporation Is requesling altemative apportionment under
Chapter 63, sec. 42, check the box and enclosa Form AA-1. Sched-
ule O must also be completed and the tax paid according to the
statutory three-factor formula. However, altemnative treatment may be
requested and a refund will be tasued if such treatment is granted by
the Commissioner. For further information, see MGL Chapter 63, sec.
42 or 830 CMR 83.42.1.




Maryland Corporation Taxpayers
This booklet contains the necessary forms and instructions
for a corporation to file a Maryland corporation income tax

return for tax year 2008. Please read the instructions and
forms carefully.

Please use blue or black ink when completing your forms
and checks.

To avoid delays in the processing of your return: do not
use pencil or ink of any other color; do not print returns on
colored paper; do not write on, staple or punch holes in the
barcode.

S corporation forms are not included in this booklet.
S corporations, partnerships, limited liability companies and
business trusts must use the pass-through entity tax return,
Form 510.

Manufacturing corporations are subject to a special single
factor formula of receipts. The rules for calculating this
single facter can be found in Maryland Tax Regulation
03.04.03.10.

Direct Deposit of refunds is available for all corporations.

Form 500CR

Form 500CR is used by individuals and businesses to claim
allowable business tax credits, as listed below. See page 4 of the
instructions for more information about these tax credits.
Bio-Heating Oil Tax Credit
Biotechnology Investment Incentive Tax Credit
Businesses That Create New Jobs Tax Credit

Cellulosic Ethanol Technology Research & Development
Tax Credit

Clean Energy Incentive Tax Credit
Community Investment Tax Credit
Commuter Tax Credit

Employer Provided Long-Term Care Insurance
Tax Credit -

Employment Opportunity Tax Credit

. Enterprise Zone Tax Credit
Green Building Tax Credit
Job Creation Tax Credit
Long-Term Employment of Qualified Ex-Felons
Tax Credit
Maryland Disability Employment Tax Credit
Maryland-Mined Coal Tax Credit
One Maryland Economic Development Tax Credit
Research and Development Tax Credits
Telecommunications Property Tax Credit
Water Quality Improvement Tax Credit
Work Based Student Learning Program Tax Credit
A non-refundable tax credit will be available for an employer

who pays wages in a work based student learning program.
This will be available beginning in tax year 2009 and after.

New for tax years beginning in 2008

© Tax Rate Change: the corporation income tax rate is
8.25 %

® Cellulosic Ethanol Technology Research and
Development Tax Credit. A credit can now be taken
for cellulosic ethanol technology qualified research and
development expenses. The credit ends December 31,
2016. :

© Bio-Heating Oil Tax Credit. A credit can now be
taken in the amount of 3¢ for every gallon of bio-
heating oil purchased for space or water heating, not

to exceed the lesser of $500 or the state income tax for

the tax year.

© Corporate Reporting. Certain corporations that are
members of a corporate group are required to file pro
forma combined returns for tax years beginning after
December 31, 2005. These returns maust be completed
and submitted at www.marylandtaxes.com. The pro
forma returns must be filed in addition to the actual
return due for each tax year, but they have no impact
on Maryland corporate income tax liability. The pro
forma returns for tax year 2006 were due October
. 15, 2008. Tax year 2007 are due by the extension due
date (October 15, 2008 for calendar year taxpayers).
Returns for tax years 2008 through 2010 are also
due by the extension due date. These reporting
requirements expire after tax year 2010. Additional
information regarding these new corporate reporting
requirements can be found on the Comptroller’s Web
site or by calling our dedicated hotline ( 410-767-3015
or toll free 1-866-588-2086). Note: A penalty may
be assessed for failure to file arequiredP;ro forma tax
return or provide information that is accurate and
Filing electronically: You may file your Maryland Corporation
or Pass-Through Entity returns clectronically using the Mod-
emized e-File method of Federal/State 1120/1065 filing. For
further information, contact our e-File Help Desk at 410-260-
7753 or visit www.marylandtaxes.com

Forms and belp _
For online business registration, tax forms,
instructions, publications, and Maryland
Tax Regulations, visit at:
E-mail your tax questions to us at:
taxhelp@comp.state.md.us
For assistance, call:
410-260-7980
in Central Maryland or
1-800-MDTAXES (638-2937)
from elsewhere

Formas en Espaiiol
Visite nuestro sitic Web en www.marylandtaxes.com
para obtener formas e instrucciones en Espaiiol.



http://www.marylandtaxes.com
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' 2008 General Information for Standard Taxpayers
Fiscal Year Filers: See “Supplemental Instructions for Initial Fiscal Michigan Business Tax (MBT) Filers® on page 133.

Insurance Companies and Financial Institutions: See the MBT Instruction Booklet for Insurance Companies (Form 4592) or the
MBT instruction Booklef for Financial Institutions (Form 4599) at www.michigan.gov/taxes.

This booklet is intended as a guide to help complete the
Michigan Business Tax (MBT) return. It does not take the place
of the law.

End of Single Business Tax (SBT) - Beginning of

. Michigan Business Tax (MBT)

SBT was repealed on business activity after
December 31, 2007 (Public Act (PA) 325 of 2006). MBT
became effective January 1, 2008 (PA 36 of 2007). '

Who Files a Standard Return?

All taxpayers other than financial institutions and insurance
companies (described here as standard taxpayers) with
apportioned or allocated gross receipts equal to $350,000 or
more must file an MBT Annual Return (Form 4567) or an MBT
Simplified Return (Form 4583).

EXCEPTION: Standard taxpayers that are owned by and
unitary with financial institutions should file the MBT Annual
Return for Financial Institutions (Form 4590).

Insurance companies and financial institutions will calculate
tax liability using specialized tax bases and rules, which are
covered in separate booklets (sce the Insurance Company
Annual Return for Michigan Business and Retaliatory Taxes
(Form 4588) and Form 4590, respectively).

Using This Booklet

This MBT booklet includes forms and instructions for all
“standard taxpayers” (all filers except insurance companies and
financial institutions). These forms are designed for calendar
year 2008 and for fiscal years ending in 2008 or 2009.

Read the General Information first. Because MBT is a new tax,
we recommend taxpayers and tax preparers also briefly review
the instructions for all forms. A taxpayer might qualify for a
credit and yet be unaware of it.

Fiscal year taxpayers should also review the “Supplemental
Instructions for Initial Fiscal MBT Filers” on page 133.

Overview of MBT for Standard Taxpayers

MBT imposes both a Modified Gross Receipts Tax and a
Business Income Tax on all standard taxpayers with apportioned
or allocated gross receipts equal to $350,000 or more, where:

« The Modified Gross Receipts Tax rate is 0.8 percent, and
¢ The Business Income Tax rate is 4.95 percent.

An annual surcharge of 21.99 percent is applied to the sum of]
both tax liabilities, where the surcharge amount levied against
the taxpayer is capped at $6,000,000 in any single tax year.

The statute then offers more than 35 credits that reduce the
initial calculation of tax and surcharge. This includes a limited
allowance of SBT credit carryforwards.

The Modified Gross Receipts Tax base consists of gross
receipts less purchases from other firms and other subtractions.
Gross receipts are defined as the entire amount received by a
taxpayer from any activity carried on for direct or indirect gain,
benefit, or advantage to the taxpayer or to others, with certain

. specific exceptions. (See pages 26 through 28.)

For most taxpayers, the Business Income Tax base is essentially
that part of federal taxable income (as defined for MBT
purposes) derived from business activity, with certain additions
and subtractions.

For more comprehensive information regarding MBT, visit
the MBT Web site at www.michigan.govymbt. The Web
site contains information taxpayers may find helpful in
determining their estimated tax liabilities. Note that reliance on
information found on the Web site does not protect a taxpayer
from imposition of interest and penalties should the sum of
the taxpayer’s estimated payments not equal 85 percent of the
taxpayer’s MBT liability for the current tax year.

Flling MBT Quarterly Tax Estimates for 2009

If estimated combined MBT liability for the year (including
surcharge) is reasonably expected to exceed $800, a standard
taxpayer must file estimated returns either monthly or quarterly.
Payments can be made with either of the following returns:

» Michigan Business Tax Quarterly Return (Form 4548), or
» Combined Return for Michigan Taxes (Form 160).

If paying quarterly, estimates are due on the 15th of the month
following the end of the quarter. If filing monthly using Form
160, monthly payments may be filed on the 20th day of the
month. For example, a taxpayer may file a monthly MBT
estimate using Form 160 on April 20 rather than April 15 so long
as the estimate for that month is consistent with the instructions
in the paragraph below. For taxpayers electing to make monthly
remittances by Electronic Funds Transfer (EFT) where the
requirement to file a paper Form 160 has been waived, MBT
estimates remain due on the 20th day of the month following
the month’s end. The estimated MBT for the quarter must also
reasonably approximate the liability for the quarter.

The estimated payment made with each quarterly return must
be computed on the actual Business Income Tax base and
Maodified Gross Receipts Tax base for the quarter, or 25 percent
of the estimated annual total liability, plus the annual surcharge
imposed. To avoid interest and penalty charges, estimated
payments must equal at least 85 percent of the total liability for
the tax year and the amount of each estimated payment must
reasonably approximate the tax liability for that quarter. For tax
years ending in 2009 and later, if the prior year’s tax is $20,000
or less, estimated tax may be based on the prior year’s total
tax liability paid in four equal installments, If the prior year’s
tax liability was reported for a period less than 12 months, this
amount must be annualized. See “Filing if Tax Year Is Less
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2008 North Dakota Corporation Income Tax Return Instructions

Whether a group of corporations is engaged

in a unitary business depends on the facts and
circumstances of each case. If unity of ownership
exists, any of the following facts or circumstances
creates a presumption that the unities of operation
and use exist; therefore, the corporations are
engaged in a unitary business if:

» Al activities of the group are in the same
general line or type of business;

o The activities of the group constitute different
steps in a vertically structured enterprise; or

+ The group is characterized by centralized
management.

Water's edge election

A corporation required to file its North Dakota
return using the worldwide unitary combined
report method may elect to use the water’s edge
method. The water’s edge election must be made
on the return as originally filed and is binding for
five consecutive years. If the election is made, a
corporation will be subject to a 3.5% surtax on its
Norsh Dakota taxable income.

A domestic disclosure spreadsheet must be
obtained from and filed with the Office of State
Tax Commissioner the first year the property,
payroll, or sales in foreign countries exceed ten
million dollars and total assets exceed two hundred
fifty million dollars, and every third year thereafter
provided the property, payroll, or sales in foreign
countries exceed ten million dollars and total
assets exceed two hundred fifty million dollars.

Specific instructions
for Form 40, Page 1

Taxpayer Name

If filing a combined retumn (line 1 circle b) the
return should be filed using the taxpayer name and
federal identification number of the entity having
activity in North Dakota,

If you previously filed a consolidated return
(line 1, circles bl, b2, or c1) as a member

of a unitary group and are still a member of
that group, use the same taxpayer name and
federal identification number as previously filed
returns. If not, file using the name and federal
identification number of another affiliate having
activity in North Dakota in 2008,

Business Code

Enter the business code from the list found on
our web site at www.nd.gov/tax that most closely
corresponds to the area from which you derived
the majority of your income for the tax year.

Line 1

Income

Mark the circle for the reporting method used

to complete the return and enter the income
reportable under that method. Mark ONE circle

only.

a. Single Corporate Entity

The single corporate entity method reports income
or loss of only one incorporated business that is
not part of a unitary business. (See item “Method
of corporation taxation” on page 2.)

If the single corporate entity method is used for
both North Dakota and federal purposes, enter the
federal taxable income from:

¢ Federal Form 1120, line 30; or
» Federal Form 1120-A, line 26.

If the single corporate entity method is used for
North Dakota purposes and the corporation is
included in a consolidated Federal Form 1120,
enter the corporation’s federal taxable income
before consolidating adjustments/eliminations
from:

* A pro forma separate company federal income
tax retumn, line 30; or

¢ The by-company schedule showing gross
income and deductions, which supports the
consolidated federal taxable income.
Cooperatives and other business organizations
using federal forms other than Federal Form 1120
must enter the federal taxable income from the
appropriate form.
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b. Combined Report Method

Mark the “Combined Report Method™ circle if
Form 40 includes only one corporation from a -
unitary business which apportions its income to
North Dakota.

The return should be filed using the taxpayer name
and federal identification number of the entity
having activity in North Dakota.

Complete Schedule WW on page 4 and enter the
amount from line 13 on Form 40, line 1. Attach
the completed Schedule WW to Form 40 when
filed.

Answer “No” to question #8 on page 2 of
Form 40.

b1l. 100% North Dakota
Corporations Consolidated
Return Using the Combined
Report Method

Mark the “100% North Dakota Consolidated

Retumn” circle if the corporation is required to file

one consolidated North Dakota return using the

combined report method.

‘Two or more corporations are required to file one
North Dakota retumn using the combined report
method if the corporations are affiliated as parent
and subsidiary, are filing a consolidated federal tax
return, and all corporations are operating solely
within North Dakota.

If circle bl is marked:

1. Complete Schedule WW on page 4 and enter
the amount from line 13 on Form 40, line 1.
Aftach the completed Schedule WW to
Form 40 when filed.

2. Complete North Dakota Schedule CR, Parts I,
11 and II on pages 6, 7 and 8.

3. Answer “Yes” to question #8 on page 2 of
Form 40.
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